
November 18, 2010

The Honorable Jocelyn G. Boyd
Chief Clerk and Administrator
Public Service Commission of South Carolina
PO Drawer I 1649
Columbia, SC 29210

RE: Docket No. 2009-220C

Dear Honorable Jocelyn G. Boyd:

Pursuant to the order of the Public Service Commission of South Carolina dated October 29,
2009, in Docket No. 2009-220-C, item 10(e), Frontier Corporation hereby notifies the Public
Service Commission and the Office of Regulatory Staff that Frontier's 3' quarter net earnings

was $ and dividends paid were $'

In addition, Frontier is enclosing the IOQ released on November 9, 2010. If you have any

questions, please do not hesitate to call me at 585-777-4557.

Sincerely,

~~i'e. J'fi~ ~a
Cassandra Guinness
Compliance

Cc: Office of Regulatory Staff
Encl: I
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RE: Docket No. 2009-220C

Dear Honorable Jocelyn G. Boyd:
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Pursuant to the order of the Public Service Commission of South Carolina dated October 29,

2009, in Docket No. 2009-220-C, item 10(e), Frontier Corporation hereby notifies the Public

Service _mnmission and the Office of Regulatory Staffthat Frontier's 3 rd quarter net earnings

was $ and dividends paid were $?

in addition, Frontier is enclosing the 10Q released onNovember 9, 2010. If you have any

questions, please do not hesitate to call me at 585-777-4557.

Sincerely,

Cassandra Guimress

Compliance

Cc: Office of Regulatory Staff

Encl: 1 , ov s 2o/o
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UNITED STATES SECURITIES AND EXCHANGE COI01MSSION

AVASHINGTON, D.C. 20549

FORIII 10-Q

(h larl& One)
H QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934

0 1 du 130 dd dd6~630 2010

or

Ij TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934

For the transition period from to

Commission file number: 001-11001

FRONTIER COklivIUNICATIONS CORPORATION

(Exact name of registrant as specified in its charter)

Delalvare

(State or other jurisdiction of
hlcofporatlon of organization)

(I.R.S. Employer Identification No. )

3 High Ridge Park

Stamford, Connecticut

(Address of principal executive OAices)

06905
(Zip Code)

~203 616-3600
(Registrant's telephone number, inchlding area code)

N/A

(Former name, former address and former fiscal year, if changed since last report)

Indicate by check mark lvhether the registrant (I) has filed all reports required to be filed by Section 13 or 15(d) of the Securities

Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the registrant rvas required to file such

reports), and (2) has been subject to such filing requirements for the past 90 days.

Yes X No

Indicate by check mark lvhether the registrant has submitted electronically and posted on its corporate 3Veb site, if miy, ever)

Interactive Data File required to be submitted and posted pursuant to Rule 405 of Regulation S-T during the preceding 12

months (or for such shorter period that the registrant lvas required to submit and post such files).

Yes X No

Indicate by check mark lvhether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer or a smager

reporting conlpaay. See definition of "accelerated filer, ""large accelerated filer" and "smaller reporting company" in Rule 12b-

2 of the Exchange Act. (Check one):

Large accelerated filer H Accelerated filer L) Non-accelerated filer f) Smaller reporting company f3

Indicate by check mark lvhether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act).

Yes No X

The number of shares outstanding of the registrant's Conunon Stock as of October 29, 2010 ivas 993,S74,000.

UNITED STATES SECURITIES AND EXCHANGE COMiVlISSION

WASHINGTON, D.C. 20549

FORi\,l 10-Q

(Mark One)
[] QUARTERLY REPORT PURSUANT TO SECTION I3 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934

For the quarterly period ended September 30, 2010

or

H TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934

For the transition period frmn to

Commission file number: 001-11001

FRONTIER COMMUNICATIONS CORPORATION

(Exact name of registrant as specified in its charter)

Delaware

(State or oflmr jurisdiction of (I.R.S. Employer Identification No.)

incorporation or organization)

3 High Ridge Park
Stamford, Connecticut 06905

(Address of principal executive offices) (Zip Code)

(203) 614-5600

N/_
(Former name, former address and former fiscal year, if changed since Iast report)

hrdicate by check mark whether the registrant (I) has filed all reports required to be filed by Section 13 or 15(d) of the Securities
Exchange Act of 1934 daring the preceding 12 months (or for such slmrter period fimt the registrant was required to file such
reports), and (2) has been subject to snch fiIing requirements for the past 90 days.

Yes X No__

Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if any, ever),
Interactive Data File required to be submitted and posted pursuant to Rule 405 of Regulation S-T during the preceding 12

months (or for such shorter period that the registrant was required to submit and post such files).

Yes X No__

Indicate by check mark whether the registrant is a large accelerated filet', an accelerated filer, a non-accelerated filer or a smaller
reporting company. See definition of"accelerated filer," "large accelerated filer" and "smaller reporting company" in Rule I2b-
2 of the Exchange Act. (Check one):

Large accelerated filer [] Accelerated filer [] Non-accelerated filer [] Smaller reporting company []

Indicate by check mark whether the registrant is a shell company (as defined in Rnle 12b-2 of the Exchange Act).

Yes__ No X

The number of shares outstanding of the registrant's Colranon Stock as of October 29, 2010 was 993,874,000.

(Registranfs telephone manber, inchlding area code)
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~E.l'u
Fffective Inly I, 20iq, Frontier 's scope of oper'ations and balance sheet capiialization chonged materially as a r'esrrlt of(he
completion of tire 7) rwsacti on, as describedin A'ote 3 of tire Notes to Consolidated Financial Statements. Historical fmancial

aitd operatiirg data presented for I'r ontiet is not indicatit e of tlie ftrture fruancial position or oper rrting resultsfor Frontier,
atu'I includes lire results of operations of tile Eicquired Busiiress, as defined in tYate 3 of tire rqotes to Consolidated I'inancial

Statements, from tire drrte ofacqtrisltion on Julj' I, 20)0. Tire financial discussion represe~ nts air analysis oortr results of
oper'ations on a lristor'ical basis for our Frontier operations as of and for tire three and nine mondrs eirded September 30,

20)0 anti 2009, tdriclr inchrdes dre t'estrlts ofoperations of the t(cquired Brrsirress fordrrst the tin ee nroirths ended Septetnber

30, 20/0.

PART I. IIINANCIAL INFOI&IATION

Item I. Financial Statements

FROiVTIER COMITIUNICATIONS CORPORATIOiN AND SUBSIDIARIES
COiilSOLIDATED BALANCE SIIEETS

(S ill tllons'ltt(ls)

ASSETS
Current assets.

Cash and cash equivalents

Accounts receivable, less allovnnces of $51,054 and $30,171,respectively

Prepaid expenses

Income taxes and other current assets

Total current assets

Eestricted cash

Property, plant and equipment, net

Cioodkvill

Other intangtblcs, net

Other assets
Total assets

(Unaudited)

$351,065
568,914
159,200
57,070

I, 136,249

187,400
7,575,800
6,256,282

2,645,083
194,124

$17,994,938

December 31,2009

$358,693
190,745
28,081

102,561
680,080

3,133,521

2,642,323
247,527
174,S04$6,878,255

LIABILITIFS Aran E UITY
Current liabilities'

I.ong-ternt debt due vvtthin one year
Accounts payable
Other current liabilities

'fotal current habthtres

5 79,987 $ 7,236
346,390 139,556
901,522 245,885

1,327,899 392,677

Deferred income taxes

Other liabilities

Long-tenn debt

Eqtrrhc

Shareholders' equity oi'Frontier.

Common stock, $0.25 par value (1,750,000,000 and 600,000,000 authorized shares,

respectively, 993,883,000 and 312,328,000 outstanding, respectively, and

1,027,986,000 and 349,456,000 issued, respectively, at September 30, 2010
and December 31, 2009)

Additional paid-in capital

Eetamed earnings

Accumulated other comprehensive loss, net ot tax

Treasury stock
Total shareholders' equity of Frontter

iNoncontrolltng interest in a partnership

Total equity

Total liabthties and equity

2,043,575
1,107,882
8, 181,603

256,997
5,708,020

31,115
(241,347)

5,321,606
12,373

5,333,979
$ 17,994,93S

722, 192
630,187

4,794, 129

87,364
956,401

2,756
(245,519)
(473,391)
327,611

11,459
339,070

6,878,255

The accompanying Notes are an integral part of these Consolidated Financial Statements.

Explanatory, Note

Effective July l, 2010, Frontier's scope of operations and balance s] eet capitalization changed materially as a result of/he

completion of the Transaction as described iH Note 3 qf the Notes to Consolidated Financial Statements. Historical financial

and operating data presented for l_)'ontier is not indicative of the fitture financial position or operating results for Frontiel,

and includes the results of operations of the Acquired Business, as defined in Note 3 of the Notes to Consolidated I,'inaneial

Statements from the date of acquisition on Jzt/y 1 2010. The finaneial discussion represents an analysis of our results of

operations on a historical basis for our Frontier operations as of and for the three and nine months ended September 30.

2010 and 2009. which includes the results of operations of the Acqu#'ed Business for just the three months ended September

30, 2010.

PART 1. FINANCIAL INFORMATION

Item 1, Financial Statements

FRONTIER COMMUNICATIONS CORPORATION AND SUBSIDIARIES

CONSOLIDATED BALANCE SItEETS

($ in thousmids)

(Unaudited)

September 30, 2010

ASSETS

Current assets:

Cash and cash equivalents $ 351,065

Accounts receivable, less allowances of $51,054 and $30,171, respectively 568,914

Prepaid expenses I59,200
Income taxes and otber current assets 57,070

Total current assets 1,136,249

Restricted cash 187,400

Property, plant and equipment, net 7,575,800
Good_4II 6,256,282

Other intangibles, net 2,645,083

Other assets 194,124

Total assets $ 17,994,938

, December 31, 2009

$ 358,693

190,745

28,081

102,561

680,080

3,133,521

2,642.323

247,527

174,804

$ 6,878,255

$ 7,236

139,556

245,885

LIABILITIES AND EOUITY

Current liabilities:

I.ong-tenn debt due witbin one year S 79.987

Accounts payable 346,390
Other current liabilities 901,522

Total current liabilities 1,327,899

Detbrred income tm,:es 2,043,575

Other liabilities 1,107,882

Long-terln debt 8.181,603

Equity:

Slmrebolders' equity of Frontier:

Common stock, $0.25 par value (1,750,000,000 and 600,000,000 authorized sbares,

respectively, 993,883,000 and 312,328,000 outstanding, respectively, and

1,027,986,000 and 349,456,000 issued, respectively, at September 30, 2010

and December 31, 2009) 256,997

Additional paid-in capital 5,708,020

Retained earnings 31,115

Accumulated other comprehensive loss, net of tax (241,347)

Treasury stock (433,179)

Total shareholders' equity o f Frontier 5,321,606

Noncontrolling interest in a partnership 12,373

Total equity 5,333,979

Total liabilities and equity $ 17.994,938 $

392,677

722,192

630,187

4,794,129

87,364

956_01

2,756

(245,5193

(473,3913

327,611

II,459

339,070

6,878,255

The accompanying Notes are an integral part of these Consolidated Financial Statements,



PART I. IIINANCIAL INI'OIUTIATION (Continued)

FRONTIER COMIEIUNICATIONS CORPORATION AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF OPERATIONS

FOR THE THREE AND Nlilig MOIVTHS ENDED SEPTEMBER 30, 2010 AND 2009

($ in thousamls, except for per-slmre wnounts)
(Unmldited)

For the three months ended

Septetnber 30,
For thc nine months ended

September 30,
2010 2009 2010 2009

Revenue $1,402,968 $526,816 $2,438,954 $1,596,914

Optuating expenses:
Net\York access expenses

Other operating expenses

Depreciation and amortization

Acquisition and integration costs

Total operating expenses

174,436
585,906
373,499

14,457

240,814
999,038
540,917
125,867

54,549
192,948
103,123

3,706

134,132
616,364
339,894

78,533

1,168,923 354,326 1,906,636 1,148,298

Operating income

blvcstl'neat hlconlc

Other income, net

hltcfcst cxpcl'Isc

Income before income taxes

Incon'Ic tax cxpcnsc

234,045

397
2,207

166,607

70,042

40,358

172,490

655
5,200

96,578

81,767
29,021

532,318

6,394
13,497

354,362

197,847
88,752

448,616

5,480
13,240

283,997

183,339
65,328

Net income
Less: Income attributable to the

noncontroliing interest in a partnership

29,684

689

52,746

587 2,414 1,631

109,095 118,011

Nct income attributable to conmlon

shareholders of Frontier $28,995 $52, 159 $106,681 $116,380

Basic and diluted net income per colnmon

share attributable to conunon shareholders ot Frontier $0.03 $0.17 $0.18 $0.37

The accompanying Notes are an integral part of these Consolidated Finmlcial Statements.

PART I. FINANCIAL INFORIMATION (Continued)

FRONTIER COMMUNICATIONS CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF OPERATIONS

FOR THE THREE AND NINE MONTHS ENDED SEPTEMBER 30_ 2010 AND 2009

($ ill thousands, except for per-share amounts)

(Unaudited)

Revenne

Operating expenses:

Network access expenses

Other operating expenses

Depreciation and amortization

Acquisition and integration costs

Total operating expenses

Operating incmne

Investment illcome

Other income, net

hlterest expense

Income before hleonle taxes

lnconm tax expease

Net income

Less: inconm attributable to the

noncontrolling interest in a partnership

Net income attributable to common

shareholders of Frontier

Basic and diluted net income per common

share attributable to common shareholders of Frontier

For the three months ended

September 30,

For the nine months ended

September 30,

2010 2009 2010 2009

$ 1,402,968 $ 526,816 $ 2,438,954 $ 1,596,914

134, I32 54,549 240,814 174,436

616,364 192,948 999,038 585,906

339,894 103,123 540,917 373,499

78,533 3,706 125,867 14,457

1,I68,923 354,326 1,906,636 1,148,298

234,045 172,490 532,318 448,616

397 655 6,394 5,480

2,207 5,200 13,497 13,240

166,607 96,578 354,362 283,997

70,042 81,767 197,847 183,339

40,358 29,021 88,752 65,328

29,684 52,746 109,095 118,011

689 587 2,414 1,631

$ 28,995 $ 52,159 $ 106,681 $ 116,380

$ 0.03 $ 0.17 $ 0.18 $ 0.37

The accompanying Notes are an integral pan of these Consolidated Financial Statements.



PART I. FINANCIAL INFORihIATION (Continued)

FRONTIER COMMUNICATIONS CORPORATION AND SUBSIDIARIES
CONSOLIDATED STATKihIENTS OF EQUITY

FOR THE NINE ihIONTHS ENDED SEPTEihIBER 30, 2009, THE THREE IEIONTHS ENDED DECEMBER 31,2009
AND THE NliVK NIONTIIS ENDED SEPTENIBER 30, 2010

(S aml shares in thousands, except for per-share amounts)
(Unaudited)

Frontier Shareholders

Add tlo d
Pdd-Io

Sh A t Cpt1

A«m i*ted

0th

Rt «6 C p h» Ten oat
E I Shm- A I

Tot I

E alii'

n I I 0 1, 2009

Si 1 pl

uet e* *

rt
n

uu «S pt Im 30 2009

St 1 pl

rt
n- be 31, 2009

Sl* I. pl

ri
n»t b to

nu *s pt b 30, 2010

349456 5 87364 5 1, 117936 5

(11,248)

on, 176)

38,163 5 t237, 152) (38,142) 5 (487,266) 5

1,013 13,792

(78,099)

116,3 80

11 375

349456 S7361 953,512 76 444 (225 777) (37,129) (473,474)

2,889 I 83

(78,091)

4,403

349,456

678,530

S7,361

169,633

956,401

5,048,266

(31,927)

(264,720)

2,7«6

(78,322)

106,681

(19,742)

(245,519) (37, 12S) (473,391)

3,025 40,212

4,172

1 027 986 5 256 997 5 I 708 020 5 31,115 5 (241 347) (34 103) 5 (433, 179) 5

10,561 5 529,606

1,631

5,544

1234.2751

118,011

0,500)

10,692

767

11,375

0,500)

428, 761

2,972

(78,091)

5, 170

11,459

2,414

09,742)

339,070

5,217,899

8,285

(343 042)

109,095

4, 172

(1,500)(1,500)

12,373 5 5,333,979

CONSOLIDATED STATKiMENTS OF COINIPREHENSI$7K INCOIPIK

FOR THK THREE AND NINE iYIONTHS ENDED SKPTEihIBER 30, 2010 AND 2009

(3 lu thousands)
(Unmi&lited)

For tbe three months ended September 30, For the nine months ended Se ternber30,

2010 2009 2010

«net tllconle

Other comprehensive income (toss),

net ot'tas

Comprehensive incmne

$29,684 $

(3,782)

25,902

52,746

3,326

56,072

109,095 $

4, 172

113,267

118,011

11,375

129,386

Less' Comprehensive income

annbutable to the noncolitrolling

mterestia a pannership (689) (587) (2,414) (1,631)

Comprehensive income attributable to

the coounon shareholders of Frontier $ 25,213 $ 55,485 $ 110,853 $ 127,755

The accompanying Notes are an integral patt of these Consolidated Financial Statements.

PARTI. FINANCIAL INFORMATION (Continued)

FRONTIER COMMUNICATIONS CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF EQUITY

FOR THE NINE MONTHS ENDED SEPTEMBER 30, 2009, THE THREE MONTHS ENDED DECEMBER 31_ 2009

AND THE NINE MONTItS ENDED SEPTEMBER 30, 2010

($ and shares in thousands, except for per-share amounts)

(Unaudited)

Frontier Shareholders
Accumu[ated

Addldonai Other

Coannon Stock paid-In Retained Conlprehenslx e Tre_uly Stc, ck NoncontrolIiag Total

Shares Amount Capital Earnings Loss Shaxez Anx_Latt Latere_ Equi_

349,456 g 87,364 $ 1,I17,936 $ 38,163 $ 1237,1521 (38,1421 $ 1487,2661 $ 10,561 $ 529,606

(8,248) 1,013 i3,792 5,544

(156,176) (78,099) (234,275)

116,380 1,631 I18,011

ii.375 I1,375

0,500) 0,500)

349,456 87,364 933,512 76,444 1225,777) (37,129) (473,474) 10,692 42g,761

2fl89 1 53 2,972

(78,091 / (78,0911

4,403 767 5,170

(19,7421 (19,742/

349,456 87,364 956,401 2,756 (245,519) (37,128) (473.3911 11,459 339,070

678,530 169,633 5,048,266 5.217,899

(31,9271 3,025 40.212 8,285

(26,I,720) (7g,322) (343.0421

106,681 2_414 109,095

4,i72 4,172

0,500) (L500)

1,027,986 $ 256,997 $ 5,708,020 $ 31,115 $ (241.3471 (34,103) $ (433,179) $ 12,373 $ 5,333,979

B alice J,muary 112009

Stock plans

DMdends on common stock

Net income

Other ¢omprehe_ai_e income, net

of to':

DisIfibutlon5

H alancc September 30. 2009

Stock plans

Dividends on common stock

Net income

Other comprehensive loss. net

of tx'¢

[] alance December 31, 2009

Acquisition of Splnco

Stock plans

Di_dend_ on common _tock

Net irlcome

Other comprehensive income, net

of lax

Di_mbution_

Balance September 30, 2010

CONSOLIDATED STATEMENTS OF COMPREHENSD, rE INCOME

FOR THE THREE AND NINE MONTHS ENDED SEPTEMBER 30, 2010 AND 2009

($ in thousands)

(Unaudited)

For the three months ended September 30, For thenine months ended September 30,
2010 2009 2010 2009

Net income $ 29,684 $ 52,746 $ 109,095 $ 118,011

Other comprehensive income (loss),
net of t,'_,z (3,782) 3,326 4,172 11,375

Comprehensive incon_ 25,902 56,072 113,267 129,386

Less: Comprehensive income

attributable to the noncontrolling

interest in a parinership

Comprehensive income attributableto
the COlllJIlonshareholders of Frontier

(689) (587) (2,414) (1,631)

$ 25,213 $ 55,485 $ 110,853 $ 127,755

The accompanying Notes are au integral pal_ of these Cousolidated Financial Statements.



PART I. IIINAiNCIAL INFORMATION (Contimied)

FRONTIER COiVUVIUNICATIOiNS CORPORATION AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOVVS

FOR THE NINE MONTHS Ei lDED SEPTEiV'IBER 30& 2010 AND 2009
($ in thousamls)
(Unaudited)

2010 2009

Cash f)otvs provided by (used in) operating activities:

Net income

Adjustments to reconcile net income to net cash provided by

operating activities:

Depreciation and amortization expense

Stock based compensation expense
Pension/OPL'B costs
Gain on extinguislnnent of debt

Other non-cash adjustments

Deferred income taxes
Change in accounts receivable

Change in accounts payable and other liabilities

Change in prepaid expenses, income taxes and other current assets

Net cash provided by operating activities

Cash tloivs provided from (used by) investing activities:

Cash transf'erred to escrolv

Capital expenditures - Business operations

Capital expenditures - integration activities

Cash paid for Spinco acquisition, net

Other assets purchased and distributions received, net

Net cash used by investing activities

Cash tlows provided from (used by) tinancing activities:

I.ong-term debt bon'olvings

Long-term debt payments

Financing costs paid
Issil'liicc of conunon stock
Dividends paid
Repaylnent of custolner advances for construction and

distributions to noncontroliing interests

Net cash used by financing activities

Increase (decrease) in cash and cash equivalents

Cash and cash equivalents at Jmniary 1,

Cash and cash equivalents at September 30,

$109,095 $118,011

540,917
9,930

24,224

5,866
10,092

(13,356)
166,398
33,004

886, 170

373,499
6,974

24,802

(7,755)
1,293

11,097
17,409

(53,481)
(1,228)

490,621

(115,000)
(252,360)

(77,936)
(82,560)
(1,728)

(529,584)

(161,893)
(2,607)

951
(163,549)

(6,286)
(12,431)

(343,042)

538,830
(355,915)

(1,02 1)
680

(234,275)

2,455)
(364,214)

(7,628)
358,693

(2,843)
(54,544)

272,528
163,627

$351,065 $436,155

Supplemental cash flow int'ormation:

Cash paid during the period for:
ll'ItCI'CSt

lncolllc taxes

Non-cash investing and financing activities:

Shares issued tor Spinco acquisition

Assunied debt

$299,158$4,042

$5,217,899
$3,456,782

$295,577$59,953

The accompanying Notes are an integral part of these Consolidated Financial Statements.
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FRONTIER CO_h_cIUNICATIONS CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS

FOR THE NINE MONTHS ENDED SEPTEMBER 30, 2010 AND 2009

($ ill thousands)

(Unaudited)

Cash flows provided by (used in) operating activities:

Net income

Adjustments to reconcile net income to net cash provided by

operating activities:

Depreciation and amortization expense

Stock based compensation expense

Pensioo/OPEB costs

Gain on extinguishment of debt

Other non-cash adjustments

Deferred lncolne taxes

Cbange in accounts receivable

Change in accounts payable and other liabilities

Change in prepaid expenses, income taxes and other current assets

Net cash provided by operating activities

Cash flows provided from (used by) investing actMties:

Cash transferred to escrow

Capital expenditures - Business operations

Capital expenditures - Integration activities

Cash paid for Spinco acquisition, net

Other assets purchased and distributions received, net

Net cash used by investing activities

Cash flows provided fi'om (used by) financing actMties:

Long-term debt borrowings

Long-term debt payments

Financing costs paid

Issuance of common stock

Dividends paid

Repayment of customer advances for construction and

distributions to noncontrolling interests

Net cash used by financing actMties

increase (decrease) in cash and cash equivalents

Cash and cash equivalents at January l,

Cash and cash equivalents at September 30,

SuppIen'tental cash flow inlbrmation:

Cash paid during the period for:

Interest

Income taxes

Non-cash bwesting and financing activities:

Shares issued tbr Spinco acquisition

Assumed debt

2010 2009

$ 109,095 $ I18,011

540,917 373,499

9,930 6,974

24,224 24,802

(7,755)

5,866 1,293

10,092 11,097

(13,356) I7,409

166,398 (53,481)

33,004 (1,228)

886,170 490,621

(115,000)

(252,360) (161,893)

(77,936) (2,607)

(82,560)

(1,728) 951

(529,584) (I63,549)

538,830

(6,286) (355,915)

(12,431) (1,021)

680

(343,042) (234,275)

(2,455) (2,843)

(364,214) (54,544)

(7,628) 272,528

358,693 163,627

$ 351,065 . $ 436,155

$ 299,158 $ 295,577

$ 4,042 $ 59,953

$ 5,217,899 $

$ 3,456,782 $

The accompanying Notes are an bltegral part of these Consolidated Financial Statements.



PART I. IiINANCIAL INFORMATION (Continue(l)
FRONTIER COt&IMUNICATIONS CORPORATION AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEIVIENTS

(I) Summai of Si nificant Accountin Policies:

(a) Basis of Presentation and Use of Estimates:
Frontier Communications Corporation and its subsidiaries are referred to as "we,""us,""our," "Frontier, " or the

"Conipany" in this report. Our interim unaudited consolidated finmicial statements have been prepared in

accordance ivith accounting principles generally accepted in the United States of America (U.S. GAAP) and

should be read in conjunction with the consolidated financial statements and notes included in our Annual

Report on Form 10-K for the year ended December 31, 2009. Certain reclassifications of balances previously

reported have been made to conform to the current presentation. AH significant intercompany balances and

tmnsactions have been eliminated in consolidation. These interim unaudited consolidated financial statements

include aH adjustments (consisting of normal recurring accruals) considered necessary, in the opinion of
Frontier's management, to present fairly the results for the interim periods shown. Revenues, net income and

cash flows for any interim periods are not necessarily indicative of results that may be expected for the full year.

For our interim financial statements as of mid for the periods ended September 30, 2010, ive evaluated

subsequent events and transactions for potential recognition or disclosure tluough the date that we filed this

quamerly report on Form 10-Q with the Securities and Exchange Commission (SEC).

The preparation of our interim financial statements in conformity with U.S. GAAP requires management to
make estimates and assumptions that affect (i) the reported amounts of assets and liabilities at the date of the

financial statements, (ii) the disclosure of contingent assets and liabilities, and (iii) the reported amounts of
revenue and expenses during the reporting period. Actual results may differ from those estimates. Estimates

and judgments are used ivhen accounting for agoivance for doubtful accounts, impairment of long-lived assets,

intangible assets, depreciation and amortization, income taxes, purchase price allocations, contingencies, and

pension and other postretirement benetits, aniong others. Certain information and footnote disclosures have been

exchided and/or condensed pursuant to SEC rules and regulations. The results of the interim periods are not

necessarily indicative of the results for the fug year.

iki R~R
Revenue is recognized when services are provided or ivhen products are delivered to customers. Revenue that is

billed in advance includes: monthly recurring network access services, special access services and monthly

recurring local line and unlimited fixed long distmice bundle charges. The unearned portion of these fees is initially

deferred as a component of other liabilities on our consolidated balance sheet and recognized as revenue over the

period that the services are provided, Revenue that is biged in arrears includes; non-recurring network access

services, sivitched access services, non-recurring local services and long-distance services. The earned but unbiged

portion of these fees is recognized as revenue in our consolidated statements of operations and accrued in accounts

receivable in the period that the services are provided. Excise taxes are recognized as a liability when biged,

Installation fees and their related direct and incremental costs are initially deferred and recognized as revenue and

expense over the average term of a customer relationship. We recognize as current period expense the portion of
installation costs that exceeds iiistagation fee revenue.

As required by Imv, the Company cogects various taxes from its customers and subsequently remits these taxes to

governmental mithorities. Substantially aH of these taxes are recorded through the consolidated balance sheet and

presented on a net basis in our consolidated statements of operations. We also collect Universal Service Fund

(USF) surcharges fiom customers (primarily federal USF) which we have recorded on a gross basis in our

consolidated statements of operations and included in revemie and other operating expenses at $26.9 migion and

$9.9 migion for the tfiree months ended September 30, 2010 and 2009, respectively, and $48.7 million and $26. 1

million for the nine months ended September 30, 2010 and 2009, respectively.

(c) Goodwill and Other Intan ibles:
Intangibles represent the excess of purchase price over the fair value of identifiable tangible net assets acquired.

We undertake studies to determine the fair values of assets and liabilities acquired and allocate purchase prices

to assets and liabilities, inchiding property, plant and equipment, goodivig and other identifiable intangibles.

We annuaHy (during the fourth quarter) or more frequently, if appropriate, examine tire carrying value of our

goodivig and trade name to determine ivhether there are any impairment losses. We test for goodhvig
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FRONTIER COMMUNICATIONS CORPORATION AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

(1) Stlmma15, of Significant Accounting Policies:
(a) Basis of Presentation and Use of Estimates:

Frontier Communications Corporation and its subsidiaries are referred to as "we," "us," "our," "Frontier," or the
"Company" in this report. Our interim nnaudited consolidated financial statements have been prepared in
accordance with accounting principles generally accepted in tile United States of America (U.S. GAAP) and

should be read in conjunction witb file consolidated financial statements aud notes included in our Annual
Report on Form 10-K for the year ended December 31, 2009. Certain reclassifications of balances previously
reported have been made to conform to tile current presentation. All signifcant intercompany balances and
transactions have been eliminated in consolidation. These interim unandited consolidated financial statements

include all adjustments (consisting of nornlal recurring accruals) considered necessary, in tlle opinion of
Frontier's management, to present fairly the results for the interinl periods shown. Revenues, net iucome and
cash flows for any interim periods arc not aecessarily indicative of results that may be expected for the fdl year.
For our interim financial statements as of and for the periods ended September 30, 2010, we evaluated

subsequent events and transactions for potential recognition or disclosure fl_rough the date that we filed tills
quarterly report on Form 10-Q with the Securities and Exchange Commission (SEC).

The preparation of our interim financial statements in conformity with U.S. GAAP requires management to
make estimates and assumptions that affect (i) the reported amounts of assets and liabilities at tile date of the
financial statements, (it) tile disclosure of contingent assets and liabilities, and (iii) the reported amounts of
revenue and expenses during tile reporting period. Actual results may differ from those estimates. Estimates

and jndgments are used when accounting for allowance for doubtfill accounts, impairment of long-lived assets,
intangible assets, depreciation and amortization, income taxes, purchase price allocations, contingencies, and

pension and other postrefirement benefits, among others. Certain information and footnote disclosures have been
exchlded and/or condensed pursuant to SEC rules and regulations. The results of the interim periods are not

necessarily indicative of the results for tile fidl year.

(b) Revenue RecoKnition:
Revenue is recoguized when services are provided or when products are delivered to custome_. Revenue that is
billed in advance includes: monthly recurring network access services, special access services and monthly
recurring local line and unlimited fixed long distance bundle charges. The unearned portion of these fees is initially

deferred as a component of other liabilities on our cousolidated balance sheet and recognized as revenue over tile
period that the services are provided. Revenue that is billed ill arrears inchldes: non-recurring netv,,ork access
services, switched access services, uon-recurring local services and long-distance services. Tile earned but nnbflled
portion of these fees is recognized as revenue in our consolidated statements of operations and accrued in accounts
receivable in tile period that tile services are provided. Excise taxes are recognized as a liability wheu billed.
Installation fees and their related direct and incremental costs are initially deferred and recognized as revenue and

expense over the average teml of a customer relationship. We recognize as current period expense the portion of
installation costs that exceeds iustallation fee revenue.

As required by law, the Company collects various taxes from its customers and subsequently remits these taxes to
governmental authorities. Substantially all of these taxes are recorded through the consolidated balance sheet and
presented on a net basis in our consolidated statements of operations. We also collect Universal Service Fund

(USF) surcharges from customers (primarily federal USF) which we [lave recorded on a gross basis in our
consolidated statements of operations and included in revenue and other operating expenses at $26.9 million and
S%9 million for the three months ended September 30, 2010 and 2009, respectively, and $48.7 million and $26.1
million for tile nine months ended September 30, 2010 and 2009, respectively.

(c) Goodwill and Other Intangibles:
Intangibles represent tile excess of purchase price over the fair value of identifiable tangible net assets acquired.
We undertake studies to determine the fair values of assets and liabilities acquired and allocate purchase prices

to assets and liabilities, including property, plant and equipment, goodwill and other identifiable intangibles.
We anmlally (during tile fourth quarter) or more frequently, if appropriate, examine file carrying value of our
goodwill and trade name to determine whether there are any impairment losses. We test for goodwill
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FROiNTIER COIVIMUNICATIONS CORPORATION AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEIVIENTS

impairment at the "operating segment" level, as that term is defined in U.S. GAAP. As of July I, 2010 and as a

result of the completion of the Transaction, the Company has five operating segments. Our operating segments

are aggregated into one reportable segment.

In accordance ivith U.S. GAAP, the Company amortizes intangible assets with estimated useful lives over those

lives and revieivs such intangible assets to assess any impairment ivhich ivould necessitate a change in useful life

and a different amortization period. In addition, we periodically reassess the useful lives of our intangible assets

to determine ivhether any changes are required.

(2) Recent Accountin Literature and Chan es in Accountin Princi les:

Busrrress Car&rbirratians

Business combinations are accounted for utilizing the guidance of Accounting Standards Codification (ASC) Topic

805, formerly Statement of Financial Accounting Standards (SFAS) No. 141R, as amended by FSP SFAS No.

141(R)-I which became effective on January I, 2009, ASC Topic 805 requires an acquiring entity in a transaction to

recognize all of the assets acquired and liabilities assumed at fair value at the acquisition date, to recognize and

measure preacquisition contingencies, including contingent consideration, at fair value (if possible), to remeasure

liabilities related to contingent consideration at fair value in each subsequent reporting period mid to expense all

acquisition related costs. IVe are accounting for our July I, 2010 acquisition of approximately 4.0 million access

lines fiom Verizon Conununications Inc. (Verizon) (the Transaction) using the guidance included in ASC Topic

805. IVe incurred approximately $78.5 million and $3.7 million of acquisition and integration related costs in

connection ivith the Transaction during the three months ended September 30, 2010 and 2009, respectively, and

approximately $125.9 million and $14.5 million for the nine months ended September 30, 2010 and 2009,
respectively, Such costs are required to be expensed as incurred and are reflected in "Acquisition and integration

costs" in our consolidated statements of operations.

(3) The Transaction:
On July I, 2010, pursuant to the Agreement mid Plan of Merger, dated as of lvlay 13, 2009, as amended, by and

among Verizon, Neiv Communications Holdings Inc. (Spinco) and Frontier (the Merger Agreement), Spinco merged

ivith and into Frontier, with Frontier considered the accounting acquirer of the Acquired Business (as defined below)

and surviving as the combined company, conducting the combined business operations of Frontier and the Acquired

Business (the lvlerger). Inunediately prior to the lvlerger, Spinco had been a wholly-owned subsidiary of Verizon

and held thc defined assets and liabilities of the local exchange business and related landline activities of Verizon in

Arizona, Idaho, Illinois, Indiana, lvlichigan, Nevada, North Carolina, Ohio, Oregon, South Carolina, 'iVashington,

IVest Virginia and IVisconsin mid in portions of California bordering Arizona, Nevada and Oregon (collectively, the

Territories), including Internet access and long distance services and broadband video provided to designated

cllstalllels ill tile Telzltaf les (tile Acqlilfed Basilicas), ives spilll off to Verizon shareholders.

Our consolidated statements of operations for the three and nine months ended September 30, 2010 include $890.2
million of revenue and $134.3 miflion of operating income related to tire results of operations of the Acquired

Business from the date of its acquisition on July I, 2010.

The allocation of the purchase price of the Acquired Business is based on the fair value of assets acquired and

liabilities assumed as of July I, 2010, the effecfive date of the Ivferger. Our assessment of fair value is preliminary,

and will be adjusted for information that is currently not available to us.

The preliniinary allocation of the purchase price presented beloiv represents the effect of recording the preliminary

estimates of the fair value of assets acquired, liabilities assumed and related deferred income taxes as of the date of
the ivlerger, based on the total transaction consideration of $5.4 billion. These prellminar3 estimates will be revised

in fiiture periods and the revisions may materially affect the presentation af our consolidated tinancial results. Any

changes to the initial estimates of the fair value of the assets and liabilities ivill be recorded as adjustments to those

assets and liabilities and residual amounts will be allocated to goodivill,
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impairment at the "operating segment" level, as that term is defined in U.S. GAAP. As of July 1, 2010 aud as a
result of the completion of the Transaction, the Company has five operating segments. Our operating segments

are aggregated into one reportable segment.

In accordance with U.S. GAAP, the Company amortizes intangible assets witb estimated usefid lives over those
lives and reviews such intangible assets to assess auy impairment which would necessitate a change in useful life

and a different amortization period. In addition, we periodically reassess the useful lives of our intangible assets
to determine whether any changes are required.

(2) Recent Accounting Literature and Changes in Accounting Principles:

Business Comb#rations
Business combinations are accounted for utilizing the guidance of Accounting Standards Codification (ASC) Topic

805, formerly Statemeut of Financial Accomating Standards (SFAS) No. 141R, as mnended by FSP SFAS No.
141(R)-I which became effective on JauuaD, 1, 2009. ASC Topic 805 requires an acquiring entity in a transaction to
recognize all of the assets acquired and liabilities assmned at fair value at the acquisition date, to recognize and
measure preacquisitiou contingencies, including contingent consideration, at fair value (if possible), to remeasure
liabilities related to contingent consideration at fair value in each subsequent reporting period and to expense all
acquisition related costs. We are accounting for our July 1, 2010 acquisition of approximately 4.0 million access
lines fi'om Verizon Comlnunications Inc. (Verizon) (the Transaction) using the guidauce included in ASC Topic

805. We incurred approximately $78.5 million and $3.7 miIlion of acquisition and integration related costs in
connection with the Transaction during the three months ended September 30, 2010 and 2009, respectively, and
approximately $125.9 million and $14.5 million for the nine months ended September 30, 2010 and 2009,
respectively. Such costs are required to be expensed as incurred and are refected in "Acquisition and integration
costs" in our consolidated statements of operations.

(3) The Transaction:
On July 1, 2010, pursuant to the Agreement and Plan of Merger, dated as &May 13, 2009, as amended, by and
among Verizon, New Communications Holdings Inc. (Spinco) and Frontier (the Merger Agreement), Spinco merged
with and into Frontier, with Frontier considered the accounting acquirer of the Acquired Business (as defined below)
and surviving as the cmnbined company, conducting the combined business operations of Frontier aud the Acquired
Business (the Merger). Immediately prior to the Merger, Spinco had been a wholly-owned subsidiary of Verizon
aud held the defined assets and liabilities of the local exchauge business and related landline activities of Verizon in
Arizona, Idaho, Illinois, Indiaua, ivlichigan, Nevada, North Carolina, Ohio, Oregon, South Carolina, Washington,
West Virginia and Wisconsin and in portions of California bordering Arizona, Nevada and Oregon (collectively, the
Territories), iuchlding intemet access and long distauce services and broadband video provided to designated
customers in tbe Territories (the Acquired Business), was spun off to Verizon shareholders.

Our consolidated statements &operations for the three and nine months ended September 30, 2010 include $890.2
nfillion of revenue and $I34.3 million of operating income related to the results of operations of the Acquired

Business from the date of its acquisition on July 1, 2010.

The allocation of the purchase price of the Acquired Business is based on the fair value of assets acquired and
liabilities assumed as of July 1, 2010, the effective date of the Merger. Our assessment of fair value is preliminary,

and will be adjusted for information flint is currently not available to us.

The preliminary allocation of the purchase price presented below represents the effect of recording the preliufinary
estimates of tile fair value of assets acquired, liabilities assumed and related deferred income taxes as of the date of
the Merger, based on the total transaction consideration of $5.4 billion. Tilese preliminaD' estimates will be revised

in filture periods and the revisions may materially affect the presentation of our consolidated financial results. Any
chauges to the initial estimates of the fair value of the assets and liabilities will be recorded as adjustments to those
assets and liabilities and residual ammmts will be allocated to goodwill.
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~Si» i * ud*
Total transaction consideration:

Current assets
Property, plant 8: equipmmit

Goodkvi l1

Other intangibles —primarily customer list

Other assets
Current liabilities
Deferred income taxes
Long-tenn debt
Other liabilities

Total net assets acquired

S 489,034
4,499,958
3,613,959
2,554, 147

72,400
(564,734)

(1,302,055)
(3,456,782)~494,222i$5,411,705

8 5,411,705

The Transaction provides for a post-closing adjustment for ivorking capital, pension liabilities transferred and

pension assets. Frontier and Verizon have not finalized the results of these calculations. If an adjustment is made for

the working capital "true-up", the purchase price allocation will be revised.

The fair value of the total consideration issued to acquire the Acquired Business amounted to $5.4 billion and

included $5.22 billion for the issuance of Frontier common shares and cash payments of $105.0 million. As a result

of the Nterger, Verizon stockholders received 678,530,386 shares of I'rontier conunon stock. Immediately alter the

closing of the ivlerger, Verizon stockholders oivned approximately 68.4'/o of the combined compmiy's outstanding

equity, and existing Frontier stockholders oivned approximately 31.6'/v of the combined company's outstanding

equity,

The following unaudited pro forms financial information presents the combined results of operations of Frontier mid

the Acquired Business as if the acquisition had occurred at the beginning of each period presented below. The pro

forms information is not necessarily indicative of what the financial position or results of operations actually would

have been had the acquisition been completed at the beginning of each period presented beloiv. In addition, the

unaudited pro forms financial information is not indicative of, nor does it purport to project, the future financial

position or operating results of Frontier. The unaudited pro forma financial information excludes acquisition and

integration costs and does not give effect to any potential cost savings or other operating efficiencies that could result
fi.om the ivlerger.
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(S in tkousm_ds)
Total transaction consideration:

Current assets $ 489,034

Property, plant & eqnipment 4,499,958
Goodwill 3,613,959

Other intangibles primarily customer list 2,554,147
Other assets 72,400
Current liabilities (564,734)
Deferred income taxes (1,302,055)

Long-term debt (3,456,782)
Other liabilities (494,222)

Total net assets acquired $ 5,4l 1,705

$ 5,411,705

Tile Transaction provides for a post-closing adjustment for working capital, pension liabilities transferred and
pension assets. Frontier and Verizon have not finalized the results of these calculations. If an adjustment is made for
the working capital "true-up", the purchase price allocation will be revised.

The fair value of the total consideration issued to acquire the Acquired Business amounted to $5.4 billion and
included $5.22 billion for the issuance of Frontier common shares and cash payments of $105.0 million. As a result

of the lvlerger, Verizon stockholders received 678,530,386 shares of Frontier common stock, hnmediately after the
closing of the Merger, Verizon stockholders owned approximately 68.4% of the combined company's outstanding
equity, and existing Frontier stockholders owned approximately 31.6% of the combined company's outstanding
equity.

The following unaudited pro forma financial information presents the combined results of operations of Frontier and
the Acquired Business as if the acquisition had occurred at tile beginning of each period presented below. The pro
forma information is not necessarily indicative of what the financial position or resuIts of operations actually would
have been had the acquisition been compIeted at the beginning of each period presented below. In addition, the
unaudited pro forma financial information is not indicative of, nor does it purport to project, the future financial

position or operating results of Frontier. The unaudited pro forum financial information excludes acquisition and
integration costs and does not give effect to any potential cost savings or other operating efficiencies that could result
fiom the Merger.
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UNAUDITED PRO FORMA CONDENSED CO)VIBINED
STATENIENTS OF OPERATIONS INFOR(VIATION

)~S»»IS»* *

For the three months ended

Se tember 30, 2009 2010 2009

For the nine months ended

September 30,

Revenue $ 1,514 $4,293 $4,617

Operating income
Net income attributable to common

shareholders of Frontier

366

129 273

1,063

380

Basic and diluted net income per common

share attributable to common
shareholders of Frontier 0.13 $0,28 $ 0.38

(4) Accounts Receivable:
The components of accounts receivable, net at September 30, 2010 and December 31, 2009 are as follows;

63306I««** ««6S* ~Sb 3tl. 2tltb 0 s b 31, 2009

End user

Other

Less; AI(owance for doubtful accounts

Accounts receivable, net

$606,279 $205,384

13,689 15,532~51,059) ~30,)7))

$568,914 $190,745

We maintain an allowance for estimated bad debts based on our estimate of our ability to collect accounts receivable.

Bad debt expense, which is recorded as a reduction to revenue, was $20.3 million and $10.5 million for the three months

ended September 30, 2010 and 2009, respectively, and $31.6 million and $24.8 million for the nine months ended

September 30, 2010 and 2009, respectively.

(5) Pro e PlantandE ui ment:

Property, plant and equip)nent at September 30, 2010 and December 31, 2009 is as follows:

5 in thousands ~bbnt3tl. 2010 b 31, 2009

Property, plant and equipment

Less: Accunndated depreciation

Property, plant and equipment, net

$12,714,009 $7,803,062~5.138,209) ~4,669Jel)$7,575,800 $3,133,521

Depreciation expense is principally based on the composite group method. Depreciation expense was $211.2 million

and $89. 1 n)illion for the tlu'ee months ended September 30, 2010 and 2009, respectively, and $384.1 million and

$2734 million for the nine months ended September 30, 2010 and 2009, respectively. Effective upon the
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UNAUDITED PRO FORMA CONDENSED COMBINED
STATEMENTS OF OPERATIONS INFORMATION

For the three months ended

September 30, 2009

For the nine months ended

September 30,

2010 2009

(S in millions, except
per share amounts)

Revemte $ 1,514 $ 4,293 $ 4,617

Operatiug income
Net income attributable to common

sharebolders of Frontier

366 94I 1,063

I29 273 380

Basic and diluted net income per common
share attributable to common
shareholders of Frontier $ 0.13 $ 0.28 $ 0.38

(4) Accouuts Receivable:
The coinponents of accmmts receivable, net at September 30, 2010 and December 31, 2009 are as follows:

(S hi thousvmds) September 30, 2010 December 31, 2009

End user $ 606,279 $ 205,384

Other 13,689 15,532

Less: Allowauce for doubtful accouuts (51,054) (30,171)

Accounts receivable, net $ 568,914 $ 190,745

We maiutaiu an allowauce for estimated bad debts based on our estimate of our ability to collect accounts receivable.
Bad debt expense, which is recorded as a reduction to revenue, was $20.3 million and $10.5 million for the three montbs

ended September 30, 2010 and 2009, respectively, and $31.6 million and $24.8 million fur the nine months ended
September 30, 2010 and 2009, respectively.

(5) Property, Plant and Equipment:
Property, plaut aud equipment at September 30, 2010 and December 3 I, 2009 is as follows:

(S in thousands) September 30, 2010 December 3 i, 2009

Property, plant and equipment

Less: Accumulated depreciation

Property, plant and equipment, net

$ 12,7t4,009 $ 7,803,062

(5,I38,209) (4,669,541)

$ 7,575,800 $ 3,133,521

Depreciation expense is principally based on the composite group method. Depreciation expense was $211.2 million
aud $89.1 inilliou for tbe three months ended September 30, 2010 and 2009, respectively, and $384.1 million and
$273.4 million for the nine umntbs ended September 30, 2010 and 2009, respectively. Effective upon the
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completion of an independent study of the estimated remaining useful lives of our Frontier legacy plant assets, ive

ivill adopt neiv lives for certain plant assets as of October 1, 2010, In addition, ive commissioned an independent

study to detemiine the estiinated remaining useful lives for our recently Acquired Business. These neiv lives iverc

adopted effective July I, 2010.

(6) Goodivig and Other intan ibles;

The components of goodwill and other intangibles at September 30, 2010 and December 31, 2009 are as follows:

5 Iil iltolisiiniis ~Sb 30, 2010 D «b 31, 2000

Goodivi lb $6,256,282 $2,642,323

Other Intangibles:

Customer base

Soihvare licenses

Trade name and license

Other intangibles

Less; Accumulated amortization

Total other intangibles, net

$ 2 716 608

105,060

137,726

2,959,394~370,333

$270,309

134,680

404,989

~157A623$2,645,083 $247,527

Amortization expense was $128.7 million and $14.1 million for the three months ended September 30, 2010 and

2009, respectively, and $156.8 million and $100.1 million for the nine months ended September 30, 2010 and 2009,

respectively. Amortization expense for both the three and nine months ended September 30, 2010 included $114.7
million for intangible assets (primarily customer base) that ivere acquired in the Transaction based on a preliminarily

estimated fair value of $2.6 billion and a preliminarily estimated useful life of nine years for the residential customer

list and 12 years for the business customer list, amortized on an accelerated method. Amortization expense for the

three and nine months ended September 30, 2010 and 2009 included $14.1 million and $42.2 million, respectively,

for intangible assets (customer base and trade name) that ivere acquired in the acquisitions of Commomvealth

Telephone Enterprises, lncD Global Valley Netbvorks, Inc. and GVN Services. Amoitization expense for the three

and nine months ended September 30, 2009 included $0 million and $57.9 million, respectively, for amortization

associated with certain Frontier legacy properties, ivhich were fully mnortized in June 2009.

(7) Fair Value of Financial Instruments:

The folloiving table sununarizes the carrying amounts and estimated fair vahies for ceitain of our financial

instruments at September 30, 2010 and December 31, 2009. For the other financial instruments, representing cash,

accounts receivable, long-term debt due ivithin one year, accounts payable and otfier current liabilities, the carrying

amounts approximate fair value due to the relatively short maturities of those instruments. Other equity method

investments, for which market values are not readily available, are carried at cost, ivhich approximates fair value.

The fair value of our long-term debt is estimated based on quoted market prices at the reporting date for those

financial iiistl'ilillellts.

03m3D u 33 Se tember 30, 2010 December 31, 2009

Carrying

Amount Fair Value

Carrying

Amount Fair Value

Long-term debt $8,181,603 $8,559, 155 $4,794, 129 $4,628, 132
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completion of an independent study of tbe estimated remaining usefid lives of our Frontier legacy plant assets, we
will adopt new lives for certain plant assets as of October 1, 2010. In addition, we commissioned an independent
study to determine the estimated remaining usefid lives for our recently Acquired Business. These new lives were
adopted effective July I, 2010.

(6) Goodwill and Other Intangibles:
The components of goodwill and other intangibles at September 30, 2010 and December 31, 2009 are as follows:

(S #z thousands) September 30, 2010 December 31, 2009

Goodwill: $ 6,256,282 $ 2,642,323

Other Intangibles:
Customer base $ 2,716,608 $ 270,309

Sot%vare licenses 105,060

Trade name and license 137,726 I34,680

Other intangibles 2,959,394 404,989

Less: Accumulated amortizatioi_ (314,311 ) (157,462)

Total other intangibles, net $ 2,645,083 $ 247,527

Amortization expense was $128.7 milIion and $14.1 million for the three months ended September 30, 2010 and
2009, respectively, and $156.8 million and $100.1 million for the nine months ended September 30, 2010 and 2009,
respectively. Amortization expense for both the three and nine months ended September 30, 2010 included $l 14.7
million for intangible assets (primarily custmner base) that were acquired in the Transaction based on a preliminarily
esthnated fair value of $2.6 billion and a preIiminarily estimated usefnl life &nine years for the residential customer
list and I2 years for the business customer list, amortized on an accelerated method. Amortization expense for the
three and nine months ended September 30, 2010 and 2009 included $14.1 million and $42.2 million, respectively,
for intangible assets (customer base and trade name) that were acquired in the acquisitions of Commonwealth
Telephone Enterprises, Inc., GIobal Valley Networks, Inc. and GVN Services. Ammntization expense for the three
and nine months ended September 30, 2009 included $0 million and $57.9 million, respectively, for amortization
associated with certain Frontier legacy properties, which were fiilly amortized in June 2009.

(7) Fair Value of FinaneiaI Instruments:
The following table summarizes the carrying anmunts and estimated fair values for certain of our financial
instruments at September 30, 2010 and December 3i, 2009. For the other financial instruments, representing cash,
accounts receivable, long-term debt due within one year, accounts payable and other current liabilities, the carrying

amounts approximate fair value dne to the reIatively short maturities of those instruments. Other equity lnetbod
investments, for which market valnes are not readily available, are carried at cost, which approximates fair valae.

The fair value of our long-term debt is estimated based on quoted market prices at the reporting date for those
financial instruments.

(S h_ thousands) September 30, 2010 December 31, 2009

Carrying Carrying
Amount Fair Value Amount Fair Value

Long-term debt $ 8,181,603 $ 8,559,155 $ 4,794,129 $ 4,628,132
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(8) L~l-T a D 6'.
The activity in our long-term debt Btom December 31, 2009 to September 30, 2010 is sunm)arized as folloLvs:

tk St

De(31,
)OW P) t

Spl 6 30, Sl I 30,
2010 2010

R lnplt S

Dd I ID»IP *t

TOTAL I.OSG.TERS( DE(IT

L.«C tP a

5 1,6tte 5 (4, (48) S

4,83,0(D t2, 138) 3,430,078

13, 0

6286 5 3.4 0 (378 5

t82.786)

(7,236)

5 4,794,129

11,4 2 614%

83(t2%1 804'/

13,»0 633%

8327943 804'/

(66,333)

(79,987)

8,181,603

" htteresi rais incindes a)nor(isa(ion ofdebt res)lance costs, debt preririntas or disconlrrs, nrrd defer red gain an arteresi rais strop rernlinationt. The inierest

raies at geytentber 30, 20th represetn a 3reighted (aerage of(at(hip(e issttonces
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(8) Long-Term Debt:

The activity in our long-term debt fi'om December 31, 2009 to September 30, 2010 is smnmarized as follows:

NinealonthsendedSeptember3fl. 2010

Interest

Debt Rate" at

I)eeember 31. Assumed New September 30, Selember 30,

2009 pa2,nme nt s -- frora Splnco BorroMngs 21110 201a

Rural Util_ti_ Sc_i¢¢
lx_n Contta_ns $ 15_6o0 $ (4,148) $ $ $ IL452 6.14%

Scn_ot U_securcd Debt 4,_55,001 I/,I38) 3,450,078 8,302941 8.04%

Industrial D_, ¢lopment

R_xcau¢ Bonds 13_550 13,550 633%

TOT?.L LONG-TERM DEBT $ 4,884,151 $ _ $ 3,450,078 $ $ 8,32?,943 8.04%

Less¸ Debt Discount (g2,786) (66,353)

Lc_S: Curt_t portion (7,236) (79, 987)

$ 4+794,129 $ 8,[81.603

* hzterest rate inc_udesanI_rtizati_n _f debt issIlance c_szs_debt prenIiIlms _r disc_m1ts_and deferred gain _n h_tere5trate _rap tenninati_` 771ehlterest
j_tes at September 30, 2010 represent a we_ted m'erage of ml_iple issz_nces
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Additional information regarding our Senior Unsecured Debt as of September 30, 2010 and December 31, 2009 is as

follows;

/ll l/loalCIIIC/s

Pnocipal

Se teluber 30, 2010

Interest

Rate

Principal

December 31 2009

Interest

Rate

Semor igotes:

Due 5/15/2011

Due 10/24/2011

Due 12/31Q012

Due I/15/2013

Dtle 12/31/2013

Due 5/I/2014

Due 3/15/2015

Dtle 4/15/2015

Due 4/15Q017

Due 10/I/2018

Due 3/15/2019

Due 4/15/2020

Due 4/I 5/2022

Due I/15/2027

Due 2/15/2028

Due 10/15/2029

Due 8/15Q031

5 76,0S9

200,000

144,375

580,724

131,625

600,000

300,000

500,000

1,100,000

600,000

434,000

1,100,000

500,000

345,858

200,000

50,000

945,325
7,807,996

9 250%

6 270%

1.938% (Variable)

6.250%

2.313%(Variable)

8 250%

6.625%

7.875%

8 250%

8 125%

7 125%

8 500%

8.750%

7.875%

6.730%

8400%

9.000%

76,089

200,000

145,500

580,724

132,638

600,000

300,000

600,000

434,000

345,858

945,325
4,360,134

9.250%

6.270%

1.625% (Variable)

6.250%

2.000% (Variable)

8.250%

6.625%

8.125%

7.125%

7 1175%

9.000%

Debentures

Due 11/I/2025

Due 8/15/2026

Due 10/I/2034

Due 7/I/2035

Due 10/I Q046

Subsidiary Senior

Notes due 12/I/2012

13S,000

1,739

628

125,000

193,500

458,867

36,000

7.000%

6 800%

7 680%

7 450%

7 050%

8.050%

138,000

1,739

628

125,000

193,500

458,867

36,000

7.000%

6.800%

7.680%

7.450%

7.050%

8.050%

Capital Lease Dbliaatlou

Total 5 8,302,941 8.04% 4,855,001 7.86%

We obtained a letter of credit for $190.0 million to guarantee certain of our capital investment conmtitments in West

Virginia in connection tvith the Transaction. On September 8, 2010, tve entered into a $190.0 million unsecured

letter of credit facility. The terms of the letter of credit facility are set forth in a Credit Agreement, dated as of
September 8, 2010, among the Company, the Lenders party thereto, and Deutsche Bank AG, New York Branch (the

Bank), as Administrative Agent and Issuing Bank (tile Letter of Credit Agreement). The letter of credit tvas issued in

its entirety as of the end of the third quarter of 2010. The commitnients under the Letter of Credit Agreement expire

on September 20, 2011, with a Bank option to extend up to $100.0 miHion of the contmitments to September 20,

2012. The Company is required to pay an annual facility fee on the available conunitment, regardless of usage. The

12
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Additional infomlation regarding our Senior Unsecured Debt as of September 30, 2010 and December 3I, 2009 is as

follows:

September 30, 2010 December 31, 2009

Principal Interest Principal Interest

(_ it* thousands_ Outsmndin 8 Rate Outstanding Rate

Senior Notes:

Due 511512011 $ 76,089 9.250% $ 76,089 9.250%

Due 10/24/2011 200,000 6.270% 200,000 6.270%

Due 12/31/2012 144_375 1.938% (Variable) 145,500 1.625% (Variable)

Due 1115/2013 580,724 6.250% 580,724 6.250%

Due 12/31/2013 131,625 2.313% (Variable) 132,638 2.000% (Variable)

Due 5/1/2014 600,000 8.250% 600,000 8.250%

Due 3/I 5/2015 300,000 6.625% 3130,000 6.625%

Due 4/15/2015 500,000 7.875%

Due 4115/2017 1,100,000 8.250%

Due 10/I/2018 600,000 8.125% 600,000 8.125%

Due 3/15/2019 434,000 7.125% 434,000 7.125%

Due 4/I 512020 1,100,000 8.500%

Due 4II 5/2022 500,000 8.750%

Due 1/15/2027 345,858 7.875% 345,858 7.875%

Dtle 2/15/2028 200,000 6.730°/'0

Due 10/15/2029 50,000 8.400%

Dtle 8/15/2031 945,325 9.000% 945,325 9.000%

7,807,996 4,360,134

Debentures:

Due 1 I/1/2025 138,000 7.000% 138,000 7.000%

Due 8/1512026 1,739 6.800% 1,739 6.800%

Due 10/I/2034 628 7.680% 628 7.680%

Due 7/1/2035 125,000 7.450% 125,000 7.450%

Due 10/I/2046 193,500 7.050% 193,500 7.050%

458,867 458,867

Subsidiary Senior

Notes due 12/I/2012 36,000 8.050% 36,000

Capital Lease Obligation 78

Total $ 8,302,941 8.04% $ 4,855,001

8.050%

7.86%

We obtained a letter of credit for $ i90.0 million to guarantee certain of our capital investment commitments in West

Virginia in connection with the Transaction. On September 8, 2010, we entered into a $190.0 million unsecured

letter of credit facility. The terms of the letter of credit facility are set forth in a Credit Agreement, dated as of

September 8, 2010, among tile Company, the Lenders party thereto, and Deutsche Bank AG, New York Branch (the

Bank), as Administrative Agent and Issuing Bank (the Letter of Credit Agreement). The letter of credit was issued in

its entirety as of the end of the third quarter of 2010. The commitments trader tile Letter of Credit Agreement expire

on September 20, 2011, with a Bank option to extend up to $100.0 million of tile cmnmitments to September 20,

2012. The Company is required to pay an ammal facility fee on the available commitment, regardless of usage. The
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covenmits binding on the Company under the terms of tfie Letter of Credit Agreement are substantially similar to

those in the Company's other credit facilities, including limitations on liens, substantial asset sales and mergers,

subject to customary exceptions and thresholds.

On lvlarch 23, 2010, ive entered into a neiv $750.0 million revolving credit facility (the Credit Facility) that became

effective on July 1, 2010, concurrent ivith the closing of the Merger and the terinination of the Company's previously

existing revolving credit facility. As of September 30, 2010, we have not niade any borroivings utilizing this facility.

The terms of the Credit Facility are set forth in the Credit Agreement, dated as of March 23, 2010, among the

Company, the Lenders party thereto, and JP!vlorgan Chase Bank, N. A. , as Administrative Agent (the Credit

Agreement). Associated facility fees under the Credit Facility iviH vary from time to time depending on tire

Company's credit rating (as defined in the Credit Agreement) and were 0.625% per annum as of September 30,
2010. The Credit Facility is scheduled to terminate on January I, 2014. During the term of the Credit Facility, tire

Company may borroiv, repay and reborroiv funds, and may obtain letters of credit, subject to customary borroiving

conditions. Loans under the Credit Facility iviH bear interest based on the alternate base rate or the adjusted LIBOR
rate (each as determined in the Credit Agreement), at the Conipany's election, plus a margin specified in the Credit

Agreement based on the Company's credit rating. Letters of credit issued under the Credit Facility iviH also be

subject to fees that vary depending on the Company's credit rating. The Credit Facility ivig be available for general

corporate purposes but may not be used to fund dividend payments.

On April 12, 2010, Spinco completed a private offering for $3.2 billion aggregate principal amount of Senior Notes

(the Senior Notes). The gross proceeds of the offering, plus $125.5 million (the Transaction Escrow) contributed by

Frontier, were deposited into mi escrow account. Immediately prior to the completion of the lvlerger, the proceeds of
the notes offering (less the initial purchasers' discount) ivere released from the escroiv account and used to make a

special cash payment by Spinco to Verizon, as contemplated by the Transaction, with amounts in excess of the

special cash payment mid the initial purchasers' discount received by the Company (approximately $53.0 million). In

addition, the $125.5 million Transaction Escroiv ives returned to the Company.

Upon completion of the ivlerger on July I, 2010, ive entered into a supplemental indenture ivith The Bank of Neiv

York Nlegon, as Trustee, pursuant to ivhich ivc assumed the obligations under the Senior Notes. The Senior Notes

ivere recorded at their fair value on the date of acquisition, ivhich was approximately $3.2 biHion.

The Senior Notes consist of $500.0 million aggregate principal amount of Senior Notes due 2015 (the 2015 Notes),

$1.1 biHion aggregate principal amount of Senior Notes due 2017 (the 2017 Notes), $1.1 billion aggregate principal

amount of Senior Notes due 2020 (the 2020 Notes) and $500.0 million aggregate principal amount of Senior Notes

due 2022 (the 2022 Notes).

The 2015 Notes have an interest rate of 7.875% per annum, the 2017 Notes have an interest rate of 8.25% per

annuni, the 2020 Notes have an interest rate of 8.50% per anmun and the 2022 Notes have an interest rate of 8.75%
per annum, The Senior Notes ivere issued at a price equal to 100% of their face value. In the third quarter of 2010,
ive completed an exchange offer for the privately placed Senior Notes for registered notes.

Upon completion of the lvlerger on July I, 2010, ive also assumed additional debt of $250.0 million, including

$200,0 million aggregate principal amount of 6.73% Senior Notes due February 15, 2028 and $50.0 million

aggregate principal amount of 8.40% Senior iNotes due October 15, 2029.

On April 9, 2009, ive completed a registered offering of $600.0 million aggregate principal amount of 8.25% senior

unsecured notes due 2014. The issue price ives 91.805% of the principal amount of the notes. IVe received net

proceeds of approximately $538.8 million from the offering after deducting underwriting discounts and offering

expenses. During the first nine months of 2009, we used $353.0 million of the proceeds to repurchase $360.8
million principal amount of debt, consisting of $280.8 million of our 9.25% Senior Notes due May 15, 2011 (the

2011 Notes), $54. 1 million of our 7.875% Senior Notes due January 15, 2027, $16.0 million of our 7.125% Senior

Notes due Nlarch 15, 2019 and $9.9 niiHion of our 6.80% Debentures due August 15, 2026. As a result of these

repurchases, a $7.8 million gain ives recognized and included in other income, net in our consolidated statenients of
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covenants binding on the Company under the terms of the Letter of Credit Agreemeot are substantially similar to
those in the Compauy's other credit facilities, including limitations on liens, substantial asset sales and mergers,

subject to custmnary exceptions and thresholds.

On March 23, 2010, we entered into a new $750.0 million revolving credit facility (the Credit Facility) that became

effective on July 1, 2010, concurrent with the closing of the Merger and the termination of the Company's previously
existing revolving credit facility. As of September 30, 2010, we have not made any borrowings utilizing this facility.

The terms of the Credit Facility are set forth in the Credit Agreement, dated as of March 23, 2010, among the
Company, the Lenders party thereto, and JPMorgau Chase Bank, N.A., as Administrative Agent (the Credit
Agreement). Associated facility fees under the Credit Facility will vary from time to time depending on the
Company's credit rating (as defined in the Credit Agreement) and were 0.625% per annum as of September 30,
2010. The Credit Facility is schednled to terminate on January 1, 2014. During the term of the Credit Facility, the
Colnpany may borrow, repay and reborrow funds, aud may obtain letters of credit, subject to customary borrowing
conditions. Loans under the Credit Facility will bear interest based on the alternate base rate or the adjusted LIBOR
rate (each as determined in the Credit Agreement), at the Company's election, plus a margin specified in the Credit
Agreement based on the Company's credit rating. Letters of credit issued under the Credit Facility will also be
subject to fees that vary depending on the Company's credit rating. The Credit Facility will be available for general

corporate purposes but may uot be used to fired dividend payments.

On April 12, 2010, Spinco completed a private offering for $3.2 billion aggregate principal amount of Senior Notes
(the Senior Notes). The gross proceeds of the offering, plus $125.5 million (the Transaction Escrow) contributed by
Frontier, were deposited iitto au escrow account. Immediately prior to the completion of the Merger, the proceeds of

the notes offering (less the initial purchasers' discount) were released from the escrow account and used to make a
special cash payment by Spinco to Veriznn, as contemplated by the Transaction, with amouuts in excess of the

special cash payment and the initial purchasers' discount received by the Company (approximately $53.0 million), in
addition, the $125.5 million Transaction Escrow was returned to the Company.

Upon completion of the Merger on July 1, 2010, we entered into a supplemental indenture with The Bank of New
York Mellon, as Trustee, pursuant to whicll we assumed the obligations under the Senior Notes. The Senior Notes

were recorded at their fair value on the date of acquisition, which was approximately $3.2 billion.

The Senior Notes consist of $500.0 million aggregate principal amount of Senior Notes due 2015 (the 2015 Notes),
$1.1 billion aggregate principal amount of Senior Notes due 2017 (the 2017 Notes), $1.1 billion aggregate principal
amouot of Senior Notes due 2020 (the 2020 Notes) and $500.0 million aggregate principal amount of Senior Notes
due 2022 (the 2022 Notes).

The 2015 Notes have an interest rate of 7.875% per ammm, the 2017 Notes have an interest rate of 8.25% per
annum, the 2020 Notes have au interest rate of 8.50% per ammm and the 2022 Notes have an interest rate of 8.75%

per annum. The Senior Notes were issued at a price equal to 100% of their face valne. In the third quarter of 2010,
we completed an excbange offer for the privately placed Senior Notes for registered notes.

Upon completion of the Merger on July 1, 2010, we also assumed additional debt of $250.0 million, including
$200.0 million aggregate principal anmuot of 6.73% Senior Notes due February 15, 2028 and $50.0 million
aggregate principal ammmt of 8.40% Senior Notes due October 15, 2029.

On April 9, 2009, we completed a registered offering of $600.0 million aggregate priocipaI amount of 8.25% senior
unsecured notes due 2014. The issue price was 91.805% of the principal amouut of the notes. We received net
proceeds of approximately $538.8 million frmn the offering after deducting underwriting discounts and offering
expenses. During the first nine months of 2009, we used $353.0 million of the proceeds to repurchase $360.8
million principal amomtt of debt, consisting of $280.8 million of our 9.25% Senior Notes due May I5, 2011 (the
2011 Notes), $54.1 million of our 7.875% Senior Notes due January I5, 2027, $16.0 milliml of our 7.i25% Senior
Notes due March 15, 2019 and $9.9 million of our 6.80% Debentores due August I5, 2026. As a result of these
repurchases, a $7.8 million gain was recognized and included in other income, net in our consolidated statements of
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operations for the nine months ended September 30, 2009. Vpe used the remaining proceeds from the offering to

finance a cash tender offer for the 2011 Notes and our 6.250% Senior Notes due January 15, 2013 (the 2013 Notes)

in the fourth quarter of 2009.

As of September 30, 2010, ive were in compliance lvith all of our debt and credit facility financial covenants.

Our principal payments for the next five years are as follolvs as of September 30, 2010:

»d* u
Principal

2010 (remaining three lllon'ths)

2011
2012
2013
2014
2015

$ 950
$279,956
$180,366
$ 709,855

$ 600,517
$ 800,549

(9) Income Taxes:
The following is a reconciliation of the provision for income taxes computed at Federal statutoiy rates to the effective

rates for the three and nine months ended September 30, 2010 and 2009:

For the three months ended
September 30,

For the nine months ended

Se tember 30,
2010 2009 2010 2009

Consolidated tax provision at federal statutory rate

State income tax provisions, net of federal income

tax benefit

Non-deductible transaction costs

Al I other, net

35.0% 35.0%

7. 1

17.4

(1.9)

35.0%

3.3
6.1

0.5

35.0%

1.5

57.6% 35.5% 44.9% 35.6%

In the third quarter of 2010, Frontier reduced certain deferred tax assets of approximately $12.0 million related to

transaction costs lvhich were not tax deductible. Prior to the closing of the lvlerger, these costs lvere deemed to be tax

deductible as the Transaction had not yet been successfillly completed. These costs lvere incurred to facilitate the lvlerger

and as such must be capitalized for tax purposes.

The first nine inonths of 2010 also includes the impact of $4. 1 million resulting from health care reform legislation

associated with the passage of the Patient Protection and Affordable Care Act and of the Health Care and Education

Reconciliation Act of 2010 (the Acts), partially offset by a release of $0.9 million in the reserve related to uncertain tax

positions and the permanent difference on a split-dollar life insurance policy settlement for $1.6 million. The health care

reform legislation enacted in March 2010 under the Acts has eliminated the tax deduction for the subsidy that the

Company receives under ibledicare Part D for prescription drug costs.

The aniount of our uncertain tax positions expected to reverse during the next twelve months and ivhich would affect

our effective tax rate is $14.5 million as of September 30, 2010.
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operations for the nine months ended September 30, 2009. We used the remaining proceeds from the offering to
finance a cash tender offer for the 2011 Notes and our 6.250% Senior Notes due January 15, 2013 (the 2013 Notes)

in the fourth quarter of 2009.

As of September 30, 2010, we were in compliance witb all of our debt and credit facility financial covenants.

Our principal payments for the next five years are as follows as of September 30, 2010:

Principal

(8 #1 thousands) Pa),menls

2010 (remainingthreemontbs) $ 950
2011 $ 279,956

2012 $ 180,366

2013 $ 709,855
2014 $ 600,517

2015 $ 800,549

(9) income Taxes:
Tile following is a reconciliation of tile provision for income taxes computed at Federal statutory rates to tile effective
rates for the three and nine months ended September 30, 2010 and 2009:

For tile three montbs ended For the nine montbs elided

September 30, September 30,

2010 2009 2010 2009

Consolidated tax provision at federal statutory rate 35.0% 35.0% 35.0%
State income tax provisions, net &federal incmne

tax benefit 7.1 1.1 3.3

Non-deductible transaction costs 17.4 6.1

All other, net (I .9) _ 0.5

57.6% 35.5% 44.9%

35.0%

1.5

(0.9)

35.6%

In the third quarter of 2010, Frontier reduced certain deferred tax assets of approximately $12.0 million related to
transaction costs which were not tax deductible. Prior to tile closing of the Merger, these costs were deemed to be tax
deductible as tile Transaction had not yet been successfidly cmnpleted. These costs were incurred to facilitate the Merger
and as such must be capitalized for tax purposes.

The first nine momhs of 2010 also includes tile impact of $4.1 million resulting from health care reform legislation
associated with tile passage of the Patient Protection and Affordable Care Act and of the Health Care and Education
Reconciliation Act of 2010 (tile Acts), partially offset by a release of $0.9 million in the reserve related to uncertain tax
positions and the permanent difference oll a split-dollar life insurance policy settlement for $1.6 million. The health care
reform legislation enacted in March 2010 under the Acts has eliminated the tax dednction for the subsidy that the

Company receives under Medicare Part D for prescription drug costs.

Tile amount of our uncertain tax positious expected to reverse during tile next twelve nxontbs and which would affect
our effective tax rate is $14.5 million as of September 30, 2010.

14



PART I. FINANCIAL ISNFORVtIATION (Continued)
I'RONTIER COiVIiVIUiNICATIONS CORPORATION AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEtVIENTS

(10)Net income Per Comtnon Share:
The reconciliation of the net income per common share calculation for the three and nine months ended September 30,
2010 and 2009, respectively, is as follotvs:

/ tn ltionsolir/s s/un es nl liionsnnds I'ice l I'I' s/nnv

nnlolinls

For the three months ended

Se ternber 30
For the nme months ended

Se tember30,

Net income used for basic and diluted cumin s

2010 2009 2010 2009

Net income attributnbie to common shareholders of Frontier 5 28,995 5 52, 159 $106,681 $ 116,380

Less: Dividelids allocated to unvested restricted stock mmrds

Total imsic and diluted net income aunbutable to conunon

shan. holders ot Frontier

(865)

28,130 8

S,

51,603 $104,441 $114,682

Basic earnin s er cotnmon share:
Total iveighted-average shares and um ested restricted stock

auards outstanding - basic

Less Weighted-average unvested restricted stock auurds

Total ivmghted-average shares outstandmg —basic

993,056

(4,111)

988,945

312,351

(2,250)

310,101

585,049 312,140

581,869 309,990

Net mcome per share attnbutable to common shareholders ot
Frontier $ 0.03 8 0.17 $0.18 $037

Diluted enrnin s ercomtnon slmre.

Total iveighted-average aimres outstanding —basic

81Tect of dilutive restricted stock aiimrds

9S8,945

855

310,101 581,869

250

309,990

Total iveighted-avemge slmres outstanding - diluted 989,800 310,101 582, 119 309,990

iNet income per slmre attnbutable to common shareholders of
Froritter 5 0.03 $ 0 17 $0.18 $0.37

s~fo
For the three and nine months ended September 30, 2010 and 2009, options to purchase 3,429,000 shares and 3,562,000

shares, respectively (at exercise prices rmtging from $8.19 to $18.46), issuable under employee compensation plans tvere

excluded fiom the computation of diluted earnings per share (EPS) for those periods because the exercise prices tvere

greater than the average market price of our conunon stock and, therefore, the effect tvould be antidilutive. In

calculating diluted EPS vve apply the treasury stock method and include future unearned compensation as paiT of the

assunied proceeds.

In addition, for the three and nine months ended September 30, 2010 and 2009, vve have deducted the impact of
dividends paid on unvested restricted stock awards from net income attributable to common shareholders ofFrontier.

Stock Units

At September 30, 2010 and 2009, tve had 388,722 and 433,291 stock units, respectively, issued under our Non-

Employee Directors' Deferred Fee Equity Plan (Deferred Fee Plan) and the Non-Employee Directors' Equity

Incentive Plan (Directors' Equity Plan). These securities have not been included in the diluted inconie per share of
contnion stock calculation because their inclusion would have an antidilutive effect.
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PART I. FINANCIAL INFORMATION (Continued)

FRONTIER COMMUNICATIONS CORPORATION AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

(10) Net Income Per Comnron Share:

The reconciliation of the net inconre per common share calculation for the three and nine months ended September 30,

2010 and 2009, respectively, is as follows:

(2 in thousands, shares in thousands, except per share
anlOlllltS_

Net income used for basic and diluted earningfi

pt2r comnlon share:

Net income attributable to common shareholders of Frontier

For the three months ended For the nine months ended

September 30, September 30,

2010 2009 2010 2009

$ 28,995 $ 52,159 $ 106,68I $ 116,380

Less: Dividends allocated to unvested restricted stock a_rds

Total basic and diluted net income attributable to common

shareholders of Frontier

(865) (556)

$ 28,130 $ 51,603

993,056 312,351

(9,11[) (2,250)

988,945 310,101

$ 0.03 $ 0.17

_2,240) (1,698)

$ 104,44I $ 114,682

Basic earnings oer Coalnlon share:
Total weighted-average shares and unvested restricted stock

awards outstanding - basic

Less: Weigbted-average unvested restricted stock awards

Total weighted-average sbares outstanding basic

585,049 312,t40

(3,i80) _,15o)

581,869 309,990

Net income per sbare attribtaable to common shareholders of
Frontier $ 0.18 $ 0.37

Diluted earnings per common share:

Total x_ighted-average shares outstanding - basic

Eflbct of dihgive restricted stock awards

Total weighted-average shares outstanding - diluted

988,945 310,101 581,869 309,990

855 250

989,800 310,101 582,119 309,990

Net income per share attributable to common sbareholders of

Frontier $ 0.03 $ 017 $ 0.18 $ 0.37

Stock O_
For the three and nine months ended September 30, 2010 and 2009, options to purchase 3,429,000 shares aud3,562,000
shares, respectively (at exercise prices ranging from $8.19 to $18.46), issuabIe under employee compensation plans were
exchlded fi'om the computation of diluted earnings per share (EPS) for those periods because the exercise prices were
greater than the average market price of oar commmr stock and, therefore, tire effect would be antidilutive. In
caIculating diluted EPS sve apply the treasut3' stock method and include future unearned colnpensation as pm_of the
assumed proceeds.

In addition, for the tltree and nine months ended September 30, 2010 and 2009, we have deducted the impact of
dividends paid on anvested restricted stock awards from net income attributable to common shareholders of Frontier.

Stock Units

At September 30, 2010 and 2009, we had 388,722 and 433,291 stock units, respectively, issued under our Non-

Employee Directors' Deferred Fee Equity Plan (Deferred Fee Plan) and the Non-Employee Directors' Equity

hrcentive Plan (Directors' Equity Plan). These securities have not been inchlded in the diluted incotne per share of

common stock calculation because their inclusion would have an antidilutive effect.
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PART I. FINANCIAL INI 0141IATION (Continued)
FRONTIER COAIMUtxIICATIONS CORPORATION AiND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAI. STATEisrIENTS

(11)Stock Plans:
At September 30, 2010, we had five stock-based compensation plans under which grants have been made and aivards

remained outstanding, No further aivards may be granted under three of the plmis: the 1996 Equity Incentive Plan, the

Amended and Restated 2000 Equity Incentive Plan (collectively, together with the 2009 Equity Incentive Plan that was

adopted on Ivtay 14, 2009, the EIP) and the Deferred Fee Plan. At September 30, 2010, there were 12,540,761 shares

authorized for grmit under these plans and 10,114,342 shares available for grant under two of the plans.

The follosving sununary presents information regarding outstanding stock options as of September 30, 2010 and changes

during the nine months then ended svith regard to options under the EIP:

Balance ai January I, 2010

Opiiotis gtmiied

Options exercised

0 lions canceled, torreited or la sed

BalanceaiSe iamb;r30, 2010

Sllotes

Snbtect to

0 lioir

3,331,000

(122,000)

3,429,000

Il'eighleti

Avemge

Option Price

Pet Sliore

13.74

13.70

it'eig/tied

tl reroge

Rentotlllng

bi e in J'ears

0.8

Aggregate

tnltinsic

Yohte

Bxemi sable at Se iember 30, 2010 3,429,000 3 13.70 0.8

There were no options granted during the first nine months of 2010. No cash was received upon the exercise of options

during the first nine months of2010.

The total intrinsic value of stock options exercised during the first nine months of 2009 was $0.1 million. The total

intrinsic value of stock options outstanding and exercisable at September 30, 2009 was zero. There were no options

granted during thc first nine months of 2009. Cash received upon tfie exercise of options during the first nine months of
2009 totaled $0.7 million.

The following sununary presents information regarding unvested restricted stock as of September 30, 2010 and changes

during the nine months then ended ivith regard to restricted stock under the EIP:

iymnber of
Shares

llteiglttet/

Average

Grant Date

Fair ltahte

Aggregate

Fair Value

Balance at January I, 2010
Restricted stock grmited

Restricted stock vested

Restricted stock forfeited

Balance at Se tember 30, 2010

2, 193,000

3,244,000
(865,000)

97,000

4,475,000

$ 10.41 $17,126,000
7.53 $26,505,000

$ 10.89 $7,072,000
8.20

$ 8.28 $36,559,000

In connection with the completion of the i&lerger on July I, 2010, the Compmiy granted an aggregate of 1,911,000
shares of restricted stock with a total fair value of $14.2 million to its senior management, as a retention and transaction

bomis based on contributions that senior management made to achieve key milestones of the Transaction, and to all

employees (including senior management) as a Founder's Stock Grant during the third quaiter of 2010. The restricted

shares granted to senior management vest in three equal annual installments commencing one year ager the gmnt date.

The Founder's Stock granted to all employees vest 100e% on the third mmiversary of the grant date.

PART I. FINANCIAL INFORMATION (Continued)

FRONTIER COMMUNICATIONS CORPORATION AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

(11) Stock Hans:

At September 30, 2010, we had five stock-based compensation plaus under which grams have been made and awards

remained outstanding. No farther awards may be granted under three of the plans: the 1996 Equity Incentive Plan, tile

Amended and Restated 2000 Equity Incemive Plan (collectively, together witil the 2009 Equity Incentive Plan thai was

adopted on May 14, 2009, the EIP) and the Deferred Fee Plan. At September 30, 2010, there were 12,540,761 shares

authorized for grant under these plans and 10,114,342 simms available for gram under two oftlle plans.

The following sannnary presents iuformation regarding outstanding stock options as of September 30, 2010 and chauges

during tile nine months then ended with regard to options under the EIP:

Weighted

Shores Average

Subject to Option Price

Option Pet"Share

Balance at Jamlary I, 2010 3,551,000 $ 13.74

Options granted $

Options exercised $

Options canceled, tbrfeited or lapsed (122,000) $ 14.90

Balance at September 30, 2010 3,429,000 $ 13.70

Weighted

Average Aggregate

Renlai_t#lg Intrinsic

Life in }'ears Vahte

1.5 $

0.8 $

Exercisable at Seplember 30, 2010 3,429,000 $ 13.70 0.8 $

There were no options granted duriug the first nine montils of 2010. No cash was received upon tile exercise of options

during tile first nine months of 2010.

Tile total iutrinsic value of stock options exercised during tile first nine months of 2009 was $0.1 million. The total

iutrinsic value &stock options outstanding and exercisable at September 30, 2009 was zero. There were no options

granted during the first nine months of 2009. Cash received upou tile exercise of options during the first nine montbs of

2009 totaled $0.7 million.

Tile following summary presents information regarding nnvested restricted stock as of September 30, 2010 and cllauges

dnring the nine months then ended with regard to restricted stock under tile EIP:

Weighted

Average

Nlunber of Grant Date Aggregate

Shares Fa#" Vahte Fair Vahte

Balance at January l, 2010

Restricted stock granted

Restricted stock vested

Restricted stock forfeited

2,193,000 $ 10.41 $ 17,126,000

3,244,000 $ 7.53 $ 26,505,000

(865,000) $ I0.89 $ 7,072,000

(97,000) $ 8.20

$ 8.28 $ 36,559,000Balance at September 30, 2010 4,475,000

In connection with the completion of tile Merger on July 1, 2010, the Company granted an aggregate of 1,9Ii,000

shares of restricted stock with a total fair value 0f$14.2 million to its senior management, as a retemion and transaction

bonus based on contributions that senior management made to achieve key milestones of the Transaction, and to all

employees (including senior management) as a Founder's Stock Grant during the third quarter 0f2010. Tile restricted

shares granted to senior management vest in three equal ammai installments commencing one year after tile grant date.

Tile Founder's Stock granted to all employees vest i00% on the third anniversary of fire grant date.
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PART I. FINANCIAL IiNEORhIATION (Continued)
FRONTIER COIVirVIUNICATIONS CORPORATION AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATENIENTS

For purposes of determining compensation expense, the fair value of each restricted stock grant is estimated based on

the average of the high and low market price of a share af our conunon stock on the date of grant. Total remaining

unrecognized compensation cost associated with unvested restricted stock awards at September 30, 2010 ivas $29.9
million and the weighted average period over ivhich this cost is expected to be recognized is approximately two years.

The total fair value of shares granted mid vested during the nine months ended September 30, 2009 was approximately

$8.4 million and $3.9 million, respectively. The total fair value of unvested restricted stock at September 30, 2009 was

$16.8 million. The weighted average great date fair value of restricted shares granted during the nine months ended

September 30, 2009 was $8 42. Shares granted during the first nine months of2009 totaled 1,115,000.

it2]~S» llf
1Ve operate in one reportable segment, Frontier. Frontier provides both regulated and unregulated voice, data and

video services to residential, business and ivholesale customers and is typically the incumbent provider in its service

areas.

As perinitted by U.S. GAAP, we have utilized the aggregation criteria to combine our operating segments because all of
our Frontier properties share siniilar economic characteristics, in that they provide the same products and seivices to

similar customers using comparable technologies in all of the states in which we operate. The regulatory stnicture is

generally similar. Differences in the regulatory regime of a patticular state do not materially impact the economic

characteristics or operating results of a particular property. In conjunction with the reorganization of our operating

segments effective July I, 2010, ive reassigned goodwill to our reporting units using a relative fair value allocation

approach.

(13)Investment Income:

The components of investment income for the three and nine months ended September 30, 2010 and 2009 are as

folloivs:

For the three months ended

September 30,
For the nine months ended

Se tember 30,

Sin iirorrsands 2010 2009 2010 2009

Interest and dividend income $

Investment gain

Equity earnings

Total investment income $

289 $482 $2,822 $4,682

2,905

108 173 667 798

397 $668 $6,394 $5,480
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PART I. FINANCIAL INFORMATION (Continued)
FRONTIER COMMUNICATIONS CORPORATION AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

For purposes of determining compensation expense, tile fair value of each restricted stock grant is estimated based on
the average of the high and low market price of a share of our common stock on the date of grant. Total remaining
unrecognized compensation cost associated with unvested restricted stock awards at September 30, 2010 was $29.9
million and the weighted average period over which this cost is expected to be recognized is approximately two years.

The total fair value of shares granted and vested during the nine months ended September 30, 2009 was approximately
$8.4 million and $3.9 million, respectively. The total fair value ofunvested restricted stock at September 30, 2009 was
$16.8 million. The weighted average grant date fair value of restricted shares granted during the nine months ended
Septemher 30, 2009 was $8.42. Sharesgrantedduringthefirstninemoathsof2009totaled 1,115,000.

(12) Segment Information:
We operate in one reportable segment, Frontier. Frontier provides both regulated and unregulated voice, data and
video services to residential, business and wholesale customers and is typically the incumbent provider in its service
areas.

As permitted by U.S. GAAP, we have utilized the aggregation criteria to combine our operating segments because all of

our Frontier properties share similar economic characteristics, in that they provide the same products and services to
similar customers using comparable technologies in all of the states in which we operate. The regulatory structure is

generally similar. Differences in the regulatory regime of a particular state do not materially impact the economic
characteristics or operating results of a particular propel%,. In conjunction with the reorganization of ore" operating

segments effective July 1, 2010, we reassigned goodwill to our reporting units using a relative fair value allocation
approach.

(13) Investment Income:
The components of investment income for the three and nine months ended September 30, 2010 and 2009 are as
follows:

(S in thousands)

For the three months ended For tile nine months ended

September 30, September 30,

2010 2009 2010 2009

Interest and dividend income $ 289 $ 482 $ 2,822 $ 4,682

Investment gain 2,905

Equity earnings 108 173 667 798

Total investment income $ 397 $ 655 $ 6,394 $ 5,480
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PART I. FINANCIAL INFORtMIATION (Continued)
FRONTIER COMt&IUNICATIOiVS CORPORATION AND SUBSIDIARIES

NOTES TO CONSOLIDATED I'INANCIAL STATEMENTS

(14)Other income Net:
The components of other income, net for the three and nine months ended September 30, 2010 and 2009 are as

fo1loivs:

For the three months ended

September 30,
For the nine months ended

Se tember 30,

5 in //rorrsands 2010 2009 2010 2009

Gain on debt repurchases

Gain on expiration/settlement of
customer advances

Split-dollar life insurance policy
settlement

Litigation settlement proceeds

Other, net

1, 175

75

1,035

(78)

$4,091 8

228

909

(28)

6,023

4,454

3,135

(115)

$7,755

2,741

3,095

(351)

Total other income, net $ 2,207 $ 5,200 $ 13,497 $ 13,240

(15) Retirement Plans:
The folloiving tables provide the components of net periodic benefit cost:

Pension Benetits

For tbe three months aided

Se teinber 30,

Pension Benefits

For the nine months ended

Se tember 30,

(5 in din nsands/

Com onents of net eriodic ension benefit cost

2010 2009 2010 2009

Service cost
Interest cost on projected benefit obligation

Fxpccted return on plan assets

Amortization of prior service cost /(credit)

Amortization of unrecognized loss

iNet periodic pension benefit cost

$8,994 $
21,601

(23,262)
(49)

7,048

$ 14,332 $

1,704 $
13,167

(11,342)
(63)

6,518
9,984 $

12,212 $4,574

46,364 39,095
(46,561) (33,534)

(149) (191)
20,545 20,358
32,411 $30 302

Postretirement Benefits

Other Than Pensions

For the three months ended

Se itcinber 30,

Postretirement Benctits

Other Than Pensions

For the nine months ended

Se tember 30,

(Sin ilioiisnnrlr/

Com onents ot net eriodic ostrctirement benefit cost

2010 2009 2010 2009

Service cost
Interest cost on projected benefit obligation

Expected return on plan assets

Amortization of prior service cost/(credit)

Amottlzatloil of iiilrecoglilzed loss

Net periodic postretirement benefit cost

3,842 $
6,241
(1 13)

(1,932)
528

2,551
(112)

(1,936)
818$8,566 $1,365

$4,041 $
11,499

(330)
(5,790)
3,690

270
8,265

(330)
(5,812)
3,780

$ 13,110 8 6, 173

During the first nine months of 2010 and 2009, tve capitalized $5.4 million and $5.5 million, respectively, of pension

expense into the cost of our capital expenditures, as the costs relate to our engineering and plant construction activities.
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PART I. FINANCIAL INFORMATION (Continued)

FRONTIER COMMUNICATIONS CORPORATION AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

(14) Other Income, Net:

The components of other income, net for the three and niue months ended September 30, 2010 and 2009 are as

follows:

(S #1 thousands)

For the three months ended For tile nine months ended

September 30, September 30,

2010 2009 2010 2009

Gain on debt repurchases

Gain oil expiration/settlement of

customer advances

Split-dollar life insurance policy
settlement

Litigation settlement proceeds

Other, net

Total other income, net

$ $ 4,091 $

1,175 228 6,023

75 4,454

1,035 909 3,135

(78) (28) (115)

$ 2,207 $ 5,200 $ 13,497

7,755

2,741

3,095

(351)

$ 13,240

(15) Retirement Plans:
The following tables provide the components of net periodic benefit cost:

($ in thousands)

Components of net periodic pension benefit cost

Service cost

Interest cost on projected benefit obligation

Expected return on plan assets

A_nortization of prior service cost/(credit)

Amortization of unrecognized loss

Net periodic pension benefit cost

Pension Benefits Pension Benefits

For the three months ended For tile nine montbs ended

September 30, September 30,
2010 2009 2010 2009

8,994 S 1,704 $ 12,212 8 4,574

21,601 13,167 46,364 39,095

(23,262) (11,342) (46,561) (33,534)

(49) (63) (149) (191)

7,048 6,518 20,545 20,358

-$ I4,332 -$ 9,984 $ 32,411 , $ 30,302

Postretirement Benefits

Other Than Pensions

Postretirement Benefits

Ofler Than Pensions

For tile three months ended For the nine months ended

September 30, September 30,
2010 2009 2010 2009

($ hz thousands)

Components of net periodic postrctirement benefit cost
Service cost $ 3,842 $ 44 $ 4,041 $ 270

Interest cost on projected benefit obligation 6,241 2,551 l 1,499 8,265

Expected return on plan assets (113) (112) (330) (330)

Amortization of prior service eost/(credit) (1,932) (1,936) (5,790) (5,812)

Amortization of unrecognized loss 528 818 3,690 3,780

Net periodic postretirement benefit cost $ 8,566 $ 1,365 S 13,110 $ 6,173

During tile first nine months of 2010 and 2009, we capitalized $5.4 million and $5.5 million, respectively, of pension

expense into tile cost of our capital expenditures, as the costs relate to our engineeriug and plant construction activities.
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PART I. FINANCIAL INI ORlVIATION (Continued)
FRONTIER COr&lr&IUNICATIONS CORPORATION AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEr&IENTS

IVe expect that our 2010 pension and other postretirement benefit expenses will be betiveen $65.0 million and $75.0
million for Frontier, including the plan expenses of the Acquired Business for the second half of 2010, as compared to

$48.6 million in 2009. We expect that ive will make a $2.4 million cash contribution to our pension plan in the fourth

quarter of2010.

In connection ivith the completion of the lvlerger on July 1, 2010, certain employees ivere transferred from various

Verizon pension plans into 12 pension plans that ivere then merged ivith the Frontier Communications Pension Plan

(the Plan) effective August 31, 2010. Assets of $453.2 million, representing approximately 80% of the total amount

expected to be received, ivere transferred into the Plan during the third quarter of 2010, ivith the remainder to be

transferred by the end of the first half of2011.

The Company's pension plan assets have increased from $608.6 niillion at December 31, 2009 to $1,088.7 million at

Septeniber 30, 2010, an increase of $480.1 million, or 79%. This increase is a result of asset transfers from the Verizon

pension plan trusts of $453.2 million, less ongoing benefit payments of $50.7 million, partially offset by $66.9 million

of positive investment returns and cash contributions of $10,7 million during the first nine months of2010.

(16) Coliifl'lihnents and Contin encies:
IVe anticipate total capital expenditures of approximately $500.0 niillion to $525.0 million for 2010 related to our

Frontier legacy properties and the Acquired Business. Although ive from time to time make short-term purchasing

conunitments to vendors ivith respect to these expenditures, ive generally do not enter into firm, ivritten contracts for

such activities.

In connection ivith the Transaction, tire Company undertook activities to plan and implement systems conversions mid

other initiatives necessary to effectuate the closing (Phase I). The Company currently expects to incur operating

expenses, including deal costs, of approximately $135.0 million and capital expenditures of approximately $95.0 million

in 2010 related to these integration initiatives in Phase 1. The Company incurred $125.9 million of acquisition and

integration costs and $77.9 million in capital expenditures related to integration activities during the first nine months of
2010. The Company continues to engage in activities to enable the Company to implement its "go to market" strategy in

its neiv niarkets and to complete the conversions of all the remaining systems into one platform (Phase 2). The

Compmiy currently expects to incur operating expenses and capital expenditures of $10.0 million and $10.0 million,

respectively, in 2010 related to the conimencement of these Phase 2 initiatives.

In addition, the Federal Comnninications Commission (FCC) and certain state regulatory commissions, in connection

with granting their approvals of tire Transaction, specified certain capital expenditure and operating requirements for our

business for specified periods of time post-closing, These requirements focus primarily on a variety of capital

investment commitments, including the expansion of broadband availability and speeds to at least 85% of the

households tluoughout the Company with minimum speeds of 3 megabits per second (Mbps) by the end of 2013 and 4

iklbps by the end of 2015. To satisfy all or part of certain capital investment commitments to three state regulatory

conimissions, ive placed an aggregate amount of $115.0 million in cash into escroiv accounts and obtained the letter of
credit for $190.0 million in the third quarter of 2010. Another $72.4 million of cash in an escroiv account, ivith an

associated liability (reflected in other liabilities), ivas acquired in connection with the iblerger to be used for service

quality initiatives in the state of West Virginia. As of September 30, 2010, the Compmiy had a restricted cash balance in

these escrow accounts in the aggregate amount of $187 4 million. The aggregate ainount of these escroiv accounts and

the letter of credit ivill decrease over time as Frontier makes the required capital expendiuires in the respective states.

IVe are party to various legal proceedings arising in the normal course of our business covering a ivide range of
matters or types of claims inchiding general contract, rights of access, tax, consumer protection, trademark and patent

infringement, employment, regulatoiy and tort. Litigation is subject to uncertainty mid the outcome of individual

matters is not predictable. However, ive believe that the ultimate resolution of all such matters, after considering

insurance coverage, or other indemnities to ivhich Frontier is entitled, will not have a material adverse effect on our

financial position, results of operations, or our cash flows.
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FRONTIER COMMUNICATIONS CORPORATION AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

We expect that our 2010 pension and other postretiremem benefit expenses will be between $65.0 million and $75.0
million for Frontier, including the plan expenses of the Acquired Business for the second half of 2010, as compared to
$48.6 million in 2009. We expect that we wilI make a $2.4 million cash contribution to our pension plan in the fourth
quarter of 2010.

In connection with the completion of the Merger on Jufy 1, 2010, certain employees were transferred from various
Verizou pension plans into I2 pension plans that were then merged with the Frontier Communications Pension Plan
(the Plan) effective August 31, 2010. Assets of $453.2 million, representing approximately 80% of fl_e total amount
expected to be received, were transferred into the Plan during the third quarter of 2010, with the remainder to be

transferred by the end of the first half of2011.

The Company's pension plan assets have increased from $608.6 million at December 31, 2009 to $1,088.7 million at
September 30, 2010, an increase of $480.1 milliou, or 79%. This increase is a result of asset transfers from the Verizon
pension plan trusts of $453.2 million, less ongoing benefit payments of $50.7 million, partia[Iy off'set by $66.9 million

of positive investment returns and cash contributions of $10.7 million during the first nine months of 2010.

(16) Commitments and Contingencies:
We anticipate total capital expenditures of approximately $500.0 million to $525.0 million for 2010 related to our

Frontier legacy properties and the Acquired Business. Although we from time to time make short-term purchasing
commitments to vendors with respect to these expenditures, we generally do not enter into firm, written contracts for
such activities.

In connection with the Transaction, the Coinpany undertook activities to plan and implement systems conversious and

other initiatives necessary to effectuate the closing (Phase 1). The Company currently expects to incur operating
expenses, including deal costs, of approximately $135.0 million and capital expenditures of approxiraately $95.0 million
in 2010 related to these integration initiatives in Phase l. The Company incurred $125.9 million of acquisition and
integration costs and $77.9 million in capital expenditures related to integration activities during the first nine months of
2010. The Company continues to engage in activities to enable the Company to implement its "go to market" strategy in
its new markets and to complete the conversions of all tbe remaining systems into one platform (Phase 2). The
Company currently expects to incur operating expenses and capital expenditures of $10.0 million and $10.0 million,
respectively, in 2010 related to the commencement of these Phase 2 initiatives.

In addition, tile Federal Communications Commission (FCC) and certain state regulatory commissions, in connection
with granting their approvals of the Transaction, specified certain capital expenditure and operating requirements for our
business for specified periods of time post-closing. These requirements focus primarily on a variety of capital
investment commitments, including the expansion of broadband availability and speeds to at least 85% of the
households throughout the Company with mininmm speeds of 3 megabits per second (Mbps) by the end of 2013 and 4
Mbps by the end of 2015. To satisfy all or part of certain capital iuvestment commitments to three state regulatory
commissions, we placed an aggregate amount of$115.0 million in cash into escrow accounts and obtained the letter of
credit for $190.0 million in the third quarter of 2010. Another $72.4 million of cash in an escrow account, with an

associated liability (reflected in other liabilities), was acquired in connection witb the Merger to be used for service
quality initiatives in the state of West Virginia. As of September 30, 2010, the Company had a restricted cash balance in
these escrow accounts in the aggregate anmunt of $187.4 million. The aggregate amount of these escrow accounts and
the letter of credit will decrease over time as Frontier makes the required capital expenditalres in the respective states.

We are party to various legal proceedings arising in the normal course of our business covering a wide range of
matters or types of claims including general contract, rights of access, tax, consumer protection, trademark and patent
infringement, employment, regulatol 7 and tort. Litigation is subject to uncertainty and the outcome of individual
nratters is not predictable. However, we believe that tbe ultimate resolution of all such marters, after considering
insurance coverage, or other indemnities to which Frontier is entitled, will not have a material adverse effect on our

financial position, results of operations, or our cash flows.
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We sold all of our utility businesses as of April I, 2004. Hotvever, xve have retained a potential payment obligation

associated xvith our previous electric utility activities in the State of Vermont. The Vermont Joint Owners (VJO), a

consortium of 14 Vermont utilities, including us, entered into a purchase power agreement with Hydro-Quebec in 1987.
The agreement contains "step-up" provisions that state that if mty VJO member defaults on its purchase obligation

under the contract to purchase power from Hydro-Quebec, then the other VJO participants will assume responsibility for

the defaulting party's share on a pro-rata basis. Our pro-rata share of the purchase potver obligation is 108 k If any

member of the VJO defaults on its obligations under the Hydro-Quebec agreement, then the remaining members of the

VJO, including us, may be required to pay for a substantially larger share of the VJO's total purchase power obligation

for the remainder of the agreement (which runs through 2015). U.S. GAAP rules require that we disclose "the

maxintum potential amount of future payments (undiscounted) the guarantor could be required to make under the

guarantee, " U.S. GAAP rules also state that we nntst make such disclosure "... even if the likelihood of the guarantor's

having to make any payments under the guarantee is remote. .." As noted above, our obligation only arises as a result of
default by another VJO member, such as upon bankruptcy. Therefore, to satisfy the "maximum potential amount"

disclosure requirement we must assume that all members of the VJO simultaneously default, a highly unlikely scenario

given that the two members of the VJO that have the largest potential payment obligations are publicly traded with credit

ratings equal to or superior to ours, and that all VJO ntembers are regulated utility providers with regulated cost

recovery. Despite the remote chance that such an event could occur, or that the State of Vermont could or tvoutd allow

such an event, assuming that all the members of the VJO defaulted on January I, 2010 and remained in default for the

duration of the contract (another 6 years), we estimate that our undiscounted purchase obligation for 2010 through 2015
would be approximately $600 million. In such a scenario, the Company would then oxvn the power and could seek to

recover its costs. IVe would do this by seeking to recover our costs from the defaulting metnbers and/or reselling the

power to other utility providers or the northeast power grid, There is an active market for tire sale of power. We could

potentially lose money if we tvere unable to sell the power at cost. IVe caution that we cannot predict with any degree of
certainty any potential outcome.
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We sold all of our utility businesses as of April 1, 2004. However, we have retained a potential payment obligation

associated with our previous electric utility activities in the State of Vermont. Tile Vermont Joint Owners (VJO), a
consortium of 14 Vermont utilities, inclading us, entered into a purchase power agreement with Hydro-Quebec in 1987.
The agreement contains "step-up" provisions that state that if any VJO member defaults on its purchase obligation

under the contract to purchase power from Hydro-Quebec, then the other VJO participants will assume responsibility for
the defaulting party's share on a pro-rata basis. Our pro-rata share of the purchase power obligation is 10%. If any
member of the VJO defaults on its obligations under the Hydro-Quebec agreement, then the remaining members of the
VJO, including us, may be required to pay for a substantially larger share of the VJO's total purchase power obligation
for the remainder of the agreement (which runs through 2015). U.S. GAAP rules require that we disclose "ti_e
maximum potential amount of fiiture payments (undiscouuted) the guarantor could be required to make under the
guarantee." U.S. GAAP rules also state that we must make such disclosure "... even if the likelihood of the guarantor's
having to make any payments under the guarantee is remote..." As noted above, our obligation only arises as a result of
default by another VJO member, such as upon bankruptcy. Therefore, to satisfy tbe "maximum potential amount"
disclosure requirement we must assume that all members of the VJO simultaueously default, a highly unlikely scenario
given that the two members of the VJO that have the largest potential payment obligations are publicly traded with credit
ratings equal to or superior to ours, and that alI \130 members are regulated utility providers with regulated cost

recovery. Despite the remote chance dlat such an event could occur, or that the State of Vemmnt could or would allow
such an event, assuming that all the members of tim VJO defaulted on January 1, 2010 and remained in default for the

duration of the contract (another 6 years), we estimate that our undiscounted purchase obligation for 2010 fl_rough 2015
would be approximately $600 million. In such a scenario, the Company would then own the power and could seek to
recover its costs. We would do this by seeking to recover our costs from the defaulting members and/or reselling the
power to other utility providers or the northeast power grid. There is an active market for the sale of power. We could
potentially lose lnoney if we were unable to sell the power at cost. We caution that we cannot predict with any degree of
certainty any potential otltcome.
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Item 2. igfana ement's Discussion aml Anal sis of Financial Comlition and Results of 0 ieratious

Forwar&l-Lool&in Statements

This quarterly report on Form IO-Q contains forivard-looking statements that are subject to risks mid uncertainties that could

cmise actual results to differ materially fiom those expressed or implied in the statements. Statements that are not historical

facts are for&vard-looking statements made pursuant to the safe harbor provisions of the Private Securities Litigation Reform

Act of 1995. Words such as "believe, " "anticipate, " "expect" and similar expressions are intended to identify fortvard-

looking statenients. Forivard-looking statements (including oral representations) are only predictions or statements of current

plans, which ive review continuously. Fortvard-looking statements may differ from actual future results due to, but not

limited to, and our future results may be materially affected by, potential risks or uncertainties. You should understand that it

is not possible to predict or identify all potential risks or uncertainties. IVe note the following as a partial list:

~ Limitations on the amount of capital stock that ive can issue to make acquisitions or to raise additional capital

during the tivo years after the ivlerger;

~ Our indemnity obligation to Verizon for taxes which may be imposed upon them as a result of changes in

oivnership of our stock may discourage, delay or prevent a third party from acquiring control of us during the

two-year period folto&ving the lvlerger in a transaction that stockholders might consider favorable;

~ Our ability to successfully integrate the operations of the Acquired Business into Frontier's existing operations;

~ 'fhe effects of increased expenses incurred due to activities related to the Transaction and the integration of the

Acquired Business;

~ The risk that the growth opportunities and cost synergies from the Transaction may not be fully realized or may

take longer to realize than expected;

~ Our ability to maintain relationships with customers, employees or suppliers;

~ The effects of greater than anticipated competition requiring neiv pricing, marketing strategies or neiv product or

service offerings and the risk that ive will not respond on a timely or profitable basis;

Reductions in the number of our access lines that cannot be offset by increases in High-Speed Internet (HSI)
subscribers and sales of other products and services;

The effects of ongoing changes in the regulation of the conununications industiy as a result of federal and state

legislation and regulation;

~ The effects of changes in the availability of federal and state universal funding to us and our competitors;

The effects of competition fiom cable, wireless and other wire)inc carriers (through Voice over Internet Protocol

(VOIP), DOCSIS 3.0, 4G or othertvise);

Our ability to adjust successfully to changes in the connnunications industry and to implement strategies for

gloivtll;

Adverse changes in the credit markets or in the ratings given to our debt securities by nationally accredited

ratings organizations, which could limit or restrict the availability, or increase the cost, of financing;

Continued reductions in switched access revenues as a result of regulation, competition or technology

substitutions;

~ Our ability to effectively manage service quality in our territories and meet mandated seivice quality nietrics;

Our ability to successfully introduce new product offerings, including our ability to offer bundled service

packages on ternw that are both profitable to us and attractive to customers;

Changes in accounting policies or practices adopted voluntarily or as required by generally accepted accounting

principles or regulations;
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ltenl 2. Management's Discussion and Analysis of Financial Condition and Results of Operations

Forward-Looldng Statements

Tills quarterly report oll Form 10-Q contains forward-looking statemeuts that are subject to risks and uncertainties that could
caase actual results to differ materially fiom those expressed or implied in the statements. Statements that are not historical
facts are forward-looking statements made pursuant to the safe tlarbor provisions of the Private Securities Litigatimr Reform
Act of I995. Words such as "believe," "anticipate," "expect" and similar expressions are intended to identify fotnvard-
looking statements. Forward-looking statements (including oral representations) are only predictions or statements of current
plans, which we review continuously. Forward-looking statements may differ from actual future results due to, but not
limited to, aud our future results may be materially affected by, potential risks or uncertainties. You slmuld understand that it
is not possible to predict or identify all potential risks or uncertainties. We note the following as a partial list:

• Limitations on the amount of capital stock that we can issue to make acquisitions or to raise additionaI capital
daring the two years after the Merger;

• Our indemnity obligation to Verizon for taxes which may be imposed upon them as a result of changes in

ownership of oar stock may discourage, delay or prevent a third party from acquiring control of us daring the
two-year period following the Merger in a transaction that stockholders might consider favorable;

• Our ability to successfully integrate the operations ofttle Acquired Business into Frontier's existing operations;

• 'file effects of increased expenses incurred due to activities related to tire Transaction and the integration of the
Acquired Business;

• The risk that the growth opportunities and cost synergies from the Transaction may not be fully realized or may
take longer to realize than expected;

• Oar ability to maintain relatiouships with customers, employees or suppliers;

• The effects of greater than anticipated competition requiring new pricing, marketing strategies or new product or
service offerings and the risk that we will not respond on a timely or profitable basis;

• Reductions in the number of our access lines that cannot be offset by increases in High-Speed htternet (HSI)
subscribers and sales of other products and services;

• The effects of ongoing changes in the regnlatimr of the communications iudustly as a result of federal and state
legislation and regulation;

• The effects of chauges in the availability of federal and state universal lauding to us and our competitors;

• The effects of competition from cable, wireless and other wireline carriers (through Voice over htternet Protocol
(VOIP), DOCSIS 3.0, 4G or otherwise);

• Our ability to adjust successfidly to changes in the communications industry and to implement strategies for
growth;

• Adverse changes in the credit markets or in the ratings given to our debt securities by nationally accredited
ratings organizations, which could limit or restrict the availability, or increase the cost, of financing;

• Continued reductions in switched access revenues as a result of regulation, competition or technology
substitutions;

• Our ability to effectively manage service quality in our territories and meet mandated selxice quality metrics;

• Our ability to successfully introduce new product offerings, including our ability to offer bundled service
packages oll temas that are both profitable to us and attractive to customers;

• Changes in accounting policies or practices adopted voluatarily or as required by generally accepted accounting
principles or regulations;
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~ Our ability to effectively manage our operations, operating expenses and capital expenditures, and to repay,

reduce or refinance our debt;

~ 'fhe effects of changes in both general and local economic conditions on the markets that ive serve, ivhich can

affect demand for our products and services, customer purchasing decisions, coflectability of revenues and

required levels of capital expenditures related to neiv construction of residences and businesses;

~ The effects of customer bankruptcies and home foreclosures, ivhich could result in difficulty in collection of
revenues and loss of customers;

~ The effects of technological changes and competition on our capital expenditures and product and service

offerings, including the lack of assurmice that our netivork improvements wifl be sufficient to meet or exceed the

capabilities and quality of competing nebvorks;

~ The effects of increased medical, retiree and pension expenses and related funding requirements;

~ Changes in income tax rates, tax laivs, regulations or rulings, or federal or state tax assessments;

~ The effects of state regulatory cash management policies on our ability to transfer cash among our subsidiaries

and to the parent company;

~ Our ability to successfully renegotiate union contracts expiring in 2010 and thereatter;

~ Declines in the value of our pension plan assets, ivhich ivould require us to make increased contributions to the

pension plan in 2011 and beyond;

~ Our ability to pay dividends on our conunon shares, ivhich may be affected by our cash flow from operations,

amount of capital expenditures, debt service requirements, cash paid for income taxes and liquidity;

~ The effects of any unfavorable outcome with respect to any current or future legal, governmental or regulatory

proceedings, audits or disputes;

~ The possible impact of adverse changes to regulatoiy requirements imposed by various political bodies or other

external factors over ivhich ive have no control; and

~ The effects of severe iveather events such as hurricanes, tornados, ice storms or other natural or man-made

disasters.

Any of the foregoing events, or other events, could cause financial information to vary from management's fonvard-looking

statements included in this report. You should consider these iniportant factors, as well as the risks set forth under Item IA.
"Risk Factors" in our Quarterly Reports on Form 10-Q for the quarters ended ivlarch 31, 2010 and June 30, 2010, in

evaluating any statement in this report on Forin 10-Q or otherivise made by us or on our behalf. The folloiving information is

unaudited and should be read in conjunction ivith the consolidated financial statements and related notes included in this

report. We have no obligation to update or revise these fonvard-looking statements.

Overview
On July I, 2010, pursuant to the Agreement and Plan of Merger, dated as of iMay 13, 2009, as amended, by and among

Verizon, Spinco and Frontier, Spinco merged ivith and into Frontier, ivith Frontier surviving as the combined company and

conducting the combined business operations of Frontier and the Acquired Business. Inunediately prior to the Merger,

Spinco had been a ivholly-owned subsidiary of Verizon and held the defined assets and liabilities of the local exchange

business and related landline activities of Verizon in Arizona, Idaho, Illinois, Indiana, Ivlichigan, Nevada, North Carolina,

Ohio, Oregon, South Carolina, IVashington, IVest Virginia and IVisconsin and in portions of California bordering Arizona,

Nevada and Oregon, including Internet access and long distance services and broadband video provided to designated

customers in the Territories, ivas spun off to Verizon shareholders. The Transaction ives financed ivith approximately $5.2
billion of common stock (Verizon shareholders received 678,530,386 shares of Frontier common stock) plus the assumption

of approximately $3.5 billion principal amount of Spinco debt.

The Company is the nation's largest communications services provider focused on rural areas and small and medium-sized

toivns and cities, and the nation's fifth largest Incumbent Local Exchange Carrier (ILEC), ivith approximately 5.9 million

access lines, 1.7 million broadband connections and 14,800 employees in 27 states as of September 30, 2010. On a pro forma
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• Our ability to effectively manage our operations, operating expenses and capital expenditures, and to repay,
reduce or refinance our debt;

• 'the effects of changes in both general and local economic conditions on the markets that we serve, which can
affect demand for our products and services, customer porchasing decisions, col[ectability of revenues and
required levels of capital expenditures related to new construction of residences and businesses;

• Tile effects of customer bankruptcies and home foreclosures, which could result in difficulty in collection of
revenues and loss of customers;

• The effects of technological changes and competition on our capital expenditures and product and service

offerings, including the lack of assurance that our network improvements will be sufficient to meet or exceed the
capabilities and quality of competing networks;

• The effects of increased medical, retiree and pension expenses and related funding requirements;

• Changes in incmnc tax rates, tax laws, regulations or rulings, or federal or state tax assessments;

• Tile effects of state regulatory cash management policies on our ability to transfer cash among our subsidiaries
and to the parent company;

• Our ability to successfiflly renegotiate union contracts expiring in 20 I0 and thereal_er;

• Declines in the value of our pension plan assets, which would require us to make increased contributions to tile

pension plan in 2011 and beyond;

• Our ability to pay dividends on our common shares, which may be affected by our cash flow from operations,

ammmt of capital expenditures, debt service requirements, cash paid for income taxes and liquidity;

• The effects of any unfavorable ontcmne with respect to any current or fimlre legal, governmental or regulatory
proceedings, audits or disputes;

• The possible impact of adverse changes to regulatory requirements imposed by various political bodies or other
external factors over which we have no control; and

• The effects of severe weather events such as hurricanes, tornados, ice stomls or other natural or man-made
disasters.

Any of the foregoing events, or other events, could cause financial ioformation to vary from mauagement's forward-looking
statements included in this repol_. You should consider these important factors, as well as the risks set forth under Item IA.
"Risk Factors" in our Quarterly Reports on Form 10-Q for the quarters ended IVlarch 31, 2010 and June 30, 2010, in
evahlating any statement in this report oll Form I0-Q or otherwise made by us or on our behalf. The following information is
unandited and should be read in conjunction with the consolidated financial statements and related notes included in this

report. We have no obligation to update m"revise these forward-looking statements.

Overview

Oa July 1, 2010, pursuant to the Agreement and Plan of Merger, dated as of May 13, 2009, as amended, by and among
Verizon, Spinco and Frontier, Spineo merged with and into Frontier, with Frontier surviving as the combined company and

conducting the combined business operations of Frontier and the Acquired Business. Immediately prior to tile Merger,
Spinco had been a wholly-owned subsidiary of Verizon and held the defined assets and liabilities of the local exchange
business and related landIine activities of Verizon in Arizona, Idaho, llIinois, Indiana, Michigan, Nevada, North Carolina,

Ohio, Oregon, South Carolina, Washington, West Vil_ginia and Wisconsin and in portions of Calffornia bordering Arizona,
Nevada and Oregon, including Internet access and long distance services and broadband video provided to designated
cnstomers in the Territories, was spun off to Verizon shareholders. The Transaction was financed with approximately $5.2
billion of common stock (Verizon shareholders received 678,530,386 shares of Frontier common stock) plus the assumption

of approximately $3.5 billion principa[ ainount of Spineo debt.

Tile Company is the nation's largest conunnnications services provider focused oll rural areas and small and medium-sized
towns and cities, and tile nation's fifth largest Incumbent Local Exchange Carrier (ILEC), with approximately 5.9 million
access lines, 1.7 million broadband connections and 14,800 employees in 27 states as of September 30, 2010. Oil a pro forma
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basis, the Company's revenues ivould have been approximately $6.1 billion for the year ended December 31, 2009 and

approximately $4.3 billion for tire nine months ended September 30, 2010.

Based on the level of debt and projected cash floivs that ive assumed from Spinco on July I, 2010, our overall debt increased

but our capacity to service the debt has been significantly enhanced as compared to our capacity immediately prior to the

iVlerger.

Competition in the conmnmications indnstiy is intense and increasing. We experience competition from many

conununications service providers, including cable operators offering video, data and VOIP products, wireless carriers, long

distance providers, competitive local exchange carriers, Internet providers and otlier wireline carriers. We believe that

competition ivill continue to intensify and may result in reduced revenues for the combined company.

The lingering impact of the severe contraction in the global financial markets that occurred in 2008 and 2009 and the

subsequent recession has affected residential and business customer behavior. Customers are reducing their spending by not

purchasing our services or by discontinuing some or all of our services. These trends may continue and may result in a

contimied challenging revenue environment. The weak economic environment may produce increased delinquencies and

bankruptcies and, therefore, affect our ability to collect money owed to us by residential and business customers.

IVe employ a number of strategies to combat the competitive pressures and changes in customer behavior noted above. Our

strategies are focused on preserving and generating neiv revenues through customer retention, upgrading and up-selling

services to existing customers, neiv custoiner groivth, win backs of fornier customers, neiv product deployment, mid by

managing our profitability and cash flow through targeted reductions in operating expenses and capital expenditures.

tVe are focused on enhancing the customer experience, as we believe exceptional customer service will differentiate us from

our conipetition, Our commitnient to providing exemplary customer service is demonstrated by continuing our expanded

custonier service hours, in-liome, full installation of the Company's HSI product, shorter scheduling ivindoivs for in-home

appointments and cafl reminders and folloiv-up calls for service appointnients. Additionally, ive seek to achieve our

customer retention goals by offering attractive packages of value-added services to our local access line customers and

providing exemplary custonier service. Our bundled services include HSI, unlimited long distance calling, enhanced

telephone features, and video offerings (direct broadcast satellite services from DIRECTV and the Dish Netivork (DISH),

FiOS services in certain states and over-the-top video on myfitv. corn). KVe tailor these services to the needs of our residential

and business customers and continually evaluate the introduction of new and complementary products and services, many of
ivhich can also be purchased separately. Customer retention is also enhanced by offering one-, two-and three-year price

protection plans ivhere customers conunit to a term in exchange for predictable pricing and/or promotional offers. In

addition, the Company's local area markets are operated by local managers with responsibility for the customer experience, as

ivell as the financial results, in those markets. Customers in our markets have direct access to those local managers to help

them manage their communications needs.

We are also focused on increasing sales of neiver products, inchiding unlimited long distance niinutes, bundles of long

distance minutes, wireless data, Internet portal advertising, and the Frontier Peace of lvlind product suite. This last category is

a suite of products that is aimed at managing the personal computing experience for our customers and is designed to provide

value and simplicity to meet customers' ever-changing needs. The Frontier Peace of lvlind products and services suite

includes services such as an in-home, full installation of the Conipany's HSI product, tivo-hour appointment ivindoivs for the

installation, hard drive back-up services, 24-7 help desk PC support and inside ivire maintenance (when bundled). In 2009

and in the nine months ended September 30, 2010, the Frontier Peace of ivlind products generated approximately $3.2 million

and $3.8 million, respectively, in revenue for Frontier legacy operations. IVe also continue to offer the myfitv. corn ivebsite,

ivhich provides easy online access to free television programs, video on demand movies and other entertainment. Hard drive

back-up services, 24-7 help desk PC support and myfitv. corn are also available outside of our service territories. Although ive

are optimistic about the opportunities to increase revenue and reduce customer churn (i.e., custonier attrition) that are

provided by each of these initiatives, we cannot provide assurance about their long-term profitability or impact on revenue.

On the conunercial side of our business, we are focused on many of the same strategies and enhancements described above as

ivell as providing state-of-the-art transport services to ivireless cell toivers in our geographies and expanding the number and

quality of people selling and servicing our medium and enterprise customers ivith sophisticated products (e.g. customer

premises equipment) and services (e.g. SIP trunking),
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basis, the Company's revenues wmdd have been approximately $6.1 billion for the year ended December 31, 2009 and
approximately S4.3 billion for the nine umnths ended September 30, 2010.

Based on the level of debt and projected cash flows that we assmned from Spiuco on July 1, 20 I0, our overall debt increased
but our capacity to service the debt has been significantly enhauced as cmnpared to our capacity immediately prior to the

Merger.

Competition in the cmnmnnications industry is intense and increasing. We experience competition from many
communications service providers, inchldiug cable operators offering video, data aud VOIP products, wireless carriers, long
distance providers, competitive local exchange carriers, internet providers and other wireline carriers. We believe that
competition wilI continae to intensify and may result in reduced revenues for the combined company.

The lingeriug impact of the severe contraction in the global fiuancial markets ttmt occurred in 2008 and 2009 aud the
subsequent recession has affected residential aad bnsiness custmner behavior. Customers are reducing their spending by not

purchasing our services or by discontinuing some or all of our services. These treuds may continue and may result iu a
continued challeuging revenue enviroumeut. The weak economic environment may produce increased delinquencies and

baukruptcies aud, therefore, affect our ability to collect money owed to us by residential and business custmners.

We employ a number of strategies to combat the competitive pressures and changes in customer behavior noted above. Our
strategies are focused on preserving and generating new revenues through customer retention, upgrading and up-selling
services to existing custmners, new customer growth, win backs of former customers, new product deployment, and by
managing our profitability and cash flow through targeted reductions in operatiug expenses and capital expenditures.

We are focused on enhaucing the customer experience, as we believe exceptioual custmner service will differentiate us from
our competitiou. Our counnitment to providing exemplary custmner service is demonstrated by contiuuing our expanded
customer service hours, in-home, full iustallation of the Compaw's HSI product, shm_ter scheduling windows for in-home

appohttmeuts and call remiuders and follow-up calls for service appointments. Additionally, we seek to achieve our
customer retention goals by offering attractive packages of value-added services to our local access line cnstomers and
providing exemplary customer service. Our bnudled services include HSI, unlimited lmtg distauce calling, enhanced
telephone features, and video offerings (direct broadcast satellite services from DIRECTV and the Dish Network (DISH),
FiOS services iu certain states aud over-the-top video ou myfitv.cmn). We tailor these services to the needs of our residential

and business cnstomers and continually evaluate the introduction of new and complemeutary products and services, many of
which can also be pnrchased separately. Customer retention is also enhauced by offering oue-, two-and tltree-year price
protection plans where customers commit to a term in exchange for predictable pricing and/or promotional offers. In
addition, the Compauy's local area markets are operated by local managers with respousibility for the customer experience, as
well as the financial results, in those markets. Customers iu our markets have direct access to those local managers to help

them manage ttmir communicatious needs.

We are also focused on increasing sales of newer prodncts, iucluding unlimited long distance minutes, bundles of loug
distance minutes, wireless data, Ii_ternet portal advertising, and the Frontier Peace of Mind product suite. This last category is

a suite of products that is aimed at managing the personal computiug experience for our customers and is desigued to provide
value and simplicity to meet customers' ever-changing needs. The Frontier Peace of Mind products and services suite
iucIudes services such as au in-home, flilI installation of the Coinpany's HSI product, two-hour appoiutment windows for the

installation, hard drive back-up services, 24-7 help desk PC support and iuside wire maintenance (when bandied). In 2009
and in the nine mmtths ended September 30, 20t0, the Frmttier Peace of Mind products generated approximately $3.2 million
and $3.8 million, respectively, in revenue for Frontier legacy operations. We also continue to offer the myfitv.com website,

which provides easy online access to free television programs, video on demand movies and other entertainment. Hard drive
back-up services, 24-7 help desk PC support and myfitv.com are also available outside of our service territories. Althmlgh we
are optimistic about the opportunities to increase revenue and reduce customer chum (i.e., customer attrition) that are

provided by each of these initiatives, we cannot provide assurance about their long-term profitability or impact ou revenue.

On the commercial side of onr bnsiuess, we are focused on lnany of the same strategies and enhancements described above as

well as providing state-of-the-art transport services to wireless cell towers in our geographies and expanding the number and

quality of people selling aud servicing our medium and enterprise customers with sophisticated products (e.g. customer
premises equipment) and services (e.g. SIP trunking).
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IVe believe that the combination of offering multiple products and services to our customers pursuant to price protection

programs, billing them on a single bill, providing superior customer service, and being active in our local comnninities will

niake our customers more loyal, and, as a result, ivill help us generate neiv, and retain existing, customer revenue.

Total revenues for Frontier improved $876.2 million during the third quarter of 2010 as compared to 2009 due to the $890.2
million of additional revenues in 2010 attributable to the Acquired Business.

Revenues for the Frontier legacy operations declined $14.0 million in the third quarter of 2010 as compared to 2009. Revenues

from data and internet seivices such as HSI greiv and increased for our Frontier legacy properties as a percentage of total

revenues and revenues from local and long distance services and from switched access and subsidy (including federal and state

subsidies) declined and decreased as a percentage ofour total revenues.

Sivitched access and subsidy revenue for Frontier of $162.0 million represented 12% of our revenues for the three months ended

September 30, 2010. Sivitched access revenue ivas $82.2 million for the three months ended September 30, 2010, or 6% of our

reveinies, up from $60.2 inillion for the three months ended September 30, 2009, or 11% of our revenues. Federal and state

subsidy revenue, including surcharges of $26.9 million billed to customers ivhich are remitted to the FCC, ivas $79.9 million for

the three months ended September 30, 2010, or 6% of our revenues, up from $31.1 million for the three months ended September

30, 2009, or 6% of our revenues. IVe expect declining revenue trends in sivitched access and subsidy revenue during the

remainder of 2010.

Ex ected CostSavin sResultin fromtheiVIer er
Based on current estimates mid assumptions, ive expect to achieve significmit cost savings and other synergies as a result of
the iklerger, principally (1) by leveraging the scalability of our existing corporate administrative functions and information

teclmology and netivork systenis to cover certain former Acquired Business functions and (2) by internalizing certain

functions formerly provided by Verizon or by third-party service providers to the Acquired Business.

Effective ivith the closing of the hderger, the Acquired Business (other than ivith respect to IVest Virginia) has been operating

on its existing single platform on an independent basis, and the Acquired Business ivith respect to 1Vest Virginia has been

integrated into Frontier's existing systems. The main integration effort required for us to operate the Acquired Business

inunediately folloiving the lvlerger was completed prior to the closing of the ri4erger, fieeing up resources to implement post-

merger strategies designed to achieve additional cost savings and drive revenue enhancements.

tVe estimate that, by 2013, our annualized cost savings ivill reach approximately $550 million. During the third quarter of
2010, ive realized cost savings of approximately $63 million, primarily by the elimination of previous costs related to Verizon

centralized services. This equates to an annualized run rate of approximately $250 million. We expect to achieve annualized

cost savings of approximately $300 million by the end of 2010, $400 million by the end of 2011 and $550 million by the end

of 2012. The realization of the additional annual cost savings is expected to be fully achieved by 2013, when the Acquired

Business's netivork and information teclniology systems and processes are fully integrated ivith those of Frontier.

Tlie foregoing future cost savings are based on our estimates and assumptions that, although ive consider them reasonable, are

inherently uncertain. These expected cost savings are subject to significant business, economic, conipetitive and regulatory

uncertainties and contingencies, all of ivhich are difficult to predict and many of which are beyond our control. See "Forivard

Looking Statements" above. As a result, there can be no assurance that these or any other cost savings or synergies ivill

actually be realized.

PARTI. FINANCIALINFORMATION (Continued)
FRONTIER COMMUNICATIONS CORPORATION AND SUBSIDIARIES

We believe that the combination of offering multiple products and services to our customers pursuant to price protection

programs, billing tbeln on a single bill, providing superior customer service, and being active ill our local communities will
make our customers more loyal, and, as a result, will help us generate new, and retain existing, customer revenue.

Total revenues for Frontier improved $876.2 million during tile third quaaer of 2010 as compared to 2009 due to the $890.2
million of additional revenues in 2010 attributable to the Acquired Business.

Revenues for the Frontier legacy operations declined $14.0 million in tile third quarter of 2010 as compared to 2009. Revenues
from data and internet services such as HSI grew and increased for our Frontier legacy properties as a percentage of total
revenues and reveuues from local and long distance services and from switched access and subsidy (including federal and state
subsidies) declined and decreased as a percentage of our total revenues.

Switched access aud subsidy revenue for Frontier of $162.0 million represented 12% of our revenues for the three months ended
September 30, 2010. Switched access revenue was $82.2 million for the three mouths ended September 30, 2010, or 6% of our
revenues, up from $60.2 million for the three nlonths ended September 30, 2009, or I1% of our revenues. Federal and state
subsidy revenue, iuclndiog surcharges of $26.9 million billed to customers which are remitted to tile FCC, was $79.9 million for
the three months ended September 30, 2010, or 6% of our revenues, up from $31.1 nlillinn for the three months ended September
30, 2009, or 6% of our revenues. We expect declining revenue trends in switched access and subsidy revenue during tile
remainder of 2010.

Expected Cost Savings Resultin_ frmn the Merger
Based on current estimates and assumptions, we expect to achieve significant cost savings and other synergies as a result of
the Merger, priucipally (1) by leveraging the scalability of our existing corporate administrative functions and information

technology and network systems to cover certain former Acquired Business functions and (2) by internalizing certain
functimls formerly provided by Verizou or by third-party service providers to the Acquired Business.

Effective with tile closing of the Merger, the Acquired Business (other than with respect to West Virginia) has been operating
on its existing single platform on an independent basis, aud tile Acqnired Business with respect to West Virginia has been
integrated into Frontier's existing systems. Tile main integration effort required for us to operate the Acquired Business
immediately following the Merger was completed prior to tile closing of the Merger, freeing up resources to implemeut post-
inerger strategies designed to achieve additional cost savings and drive revenue enhancements.

We estimate that, by 2013, our annualized cost savings will reach approximately $550 million. During tile third quarter of
2010, we realized cost savings of approximately $63 million, primarily by the elimination of previous costs related to Verizon
centralized services. This equates to an annualized run rate of approximately $250 million. We expect to achieve annuaIized
cost savings of approximately $300 million by the end of 2010, $400 million by tile end of2011 and $550 million by the end
of 2012. The realization of the additional annual cost savings is expected to be folly achieved by 2013, when the Acquired
Business's network and information technology systems and processes are fully integrated with those of Frontier.

The foregoing future cost savings are based on our estimates and assumptions that, although we consider them reasonable, are
inherently uncertain. These expected cost savings are subject to significant business, economic, cmnpetitive and regulatory
uncertainties and contingencies, all of which ore difficult to predict and many of which are beyond our control. See "Forward
Looking Statements" above. As a result, there can be no assurance that these or any other cost savings or synergies will

actually be realized.
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~Strate ies

The key elements of our strategy are as folloivs:

Exprriirl broadixinri footprint. We are concentrating on broadband as a core component of our service offering and groivth.

As of September 30, 2010, approximately 92'/0 of the households in Frontier's legacy territories had access to Frontier's

broadband products. At September 30, 2010, 68'/0 of the households ivhich ivere part of the Acquired Business had access to

broadband products and services. IVe have earniarked capital expenditures for the expmision of broadband availability in the

Acquired Business and vieiv this expansion as an opportunity to satisfy customer needs and expectations, retain a greater

nuniber of customers and increase average revenue per customer. These capital expenditures include enhancing the existing

outside plant by pushing fiber deeper into the netivork, enhancing interoffice transport and expanding the capability of our

data backbone.

In addition, in connection ivith the approval of the transactions by the FCC and certain state regulatory commissions, ive have

made certain commitments to expand broadband availability and speeds, including a commitinent to expand to at least 85'/0 of
the households throughout the Company ivith mininmm speeds of 3 ihlbps by the end of 2013 and 4 Mbps by the end of2015.

Increase revenue per customer, 'iVe continue to apply the sales and marketing practices that Frontier has historically

employed throughout its markets, including the sale of voice, data and video services as bundled packages mid the use of
promotions and incentives, including gills such as personal computers, digital canieras and gift cards, to drive market share.

We believe that tliese marketing strategies present a significant opportunity to increase revenue per customer, as ivell as

strengthen customer relationships and improve customer retention. In the Acquired Business, this includes significantly

enhancing the custonier experience ivith our call center representatives and field technicians. We tailor our services to the

needs of our residential and business customers in the markets ive serve and continually evaluate the introduction of neiv and

complementary products and services. We are increasing broadband availability to the customer base of the Acquired

Business and, through innovative packages and promotions, plan to improve subscription rates for broadband services. We

continue to offer direct broadcast satellite services from DIRECTV and DISH, FiOS services in certain states and over-the-top

video on myfitv. corn. As ive strive to provide consumers ivith a diverse range of comnnmieations services, ive contimiously

evaluate the viability of other communications product alliances. In addition, ive have implemented, and will continue to

implement, several grownh initiatives, including increasing our marketing expenditures and launching new products and

services ivith a focus on areas that are groiving or demonstrate meaningful demand, such as ivireline and wireless HSI, video

products and the "Frontier Peace of ivlind" computer technical support. We are also focusing on providing a number of
different service offerings, including unlimited long distance mimites, bundles of long distance mimites, ivireless data and

Internet services.

Enirrrnce cnsio»ier loyal(v ihrongh iocui engagement. We ivill continue our strategy of engaging the markets at the local

level to ensure that vve have a customer-driven sales and service focus that differentiates the service offerings and bundled

packages ive offer to our customers. Our local markets, including those in the Acquired Business, are now operated by local

managers ivith responsibility for the custonier experience, as ivell as the financial results, in those markets, IVe are also

continuing our current conununity involvement practices to create a conipetitive advantage through long-term customer

loyalty. IYe remain committed to providing best-in-class service throughout our markets and, by doing so, we expect to

maximize retention of current customers and gain neiv customers.

Lrnsnre integration of Iiie ztcqirirerl Bnsiness. Effective ivith the closing of the Merger on July I, 2010, the Acquired

Business (other than ivith respect to IVest Virginia) has been operating on a Verizon replicated single platforin on an

independent basis, and the Acquired Business ivith respect to West Virginia has been integrated into Frontier's existing

systems, The main integration effort required for us to operate the Acquired Business immediately folloiving the Merger was

successfully conipleted prior to the closing of the lvlerger, freeing up our resources to implement futiher strategies to achieve

cost savings and drive revenue enhancements.

The Compmiy continues to engage in activities to enable the Compmiy to implement its "go to market" strategy in its neiv markets

and to complete the conversions of all the remaining systems into one platform (Phase 2). Our goal is to have Phase 2 completed

by tlie end of 2012.

25

PART 1. FINANCIAL INFORMATION (Continued)
FRONTIER COMMUNICATIONS CORPORATION AND SUBSIDIARIES

The key elements of our strategy are as follows:

Expand broadband footprint. We are concentrating on broadband as a core component of our service offering and growth.
As of September 30, 2010, approximately 92% of the honseholds in Frontier's legacy territories had access to Frontier's
broadband products. At September 30, 2010, 68% of the households which were part of the Acquired Business had access to
broadband products and services. We have earmarked capital expenditures for the expansion of broadband availability in the
Acquired Business and view this expansion as an opportunity to satisfy cnstomer needs and expectations, retain a greater
nmnber of customers aud increase average revenue per customer. These capital expenditures include enhancing the existing

ontside plant by pushing fiber deeper into the network, enhancing interoffice transport and expanding the capability of our
data backbone.

In addition, in connection with the approval of the transactions by the FCC and certain state regulatory commissions, we have

made certain commitments to expand broadband availability and speeds, including a commitment to expand to at least 85% of
the households throughout tile Company with minimum speeds of 3 Mbps by the end of 2013 and 4 Mbps by the end of 20 I5.

Increase revemte per customer. We continue to apply the sales and marketing practices that Frontier has historically
employed througlmut its markets, including the sale of voice, data and video services as bundled packages and the use of

promotions and incentives, including gifts such as personal computers, digital cameras and gift cards, to drive market share.
We believe that these marketing strategies present a significant opportunity to increase revenue per customer, as well as
strengthen customer relationships and improve customer reteution. In the Acquired Bnsiness, this includes significantly
enhancing the customer experience with our call center representatives and field technicians. We tailor our services to the
needs of our residential and business customers iu the markets we serve and continually evaluate the introduction of new and

complementary products and services. We are increasing broadband availability to the customer base of the Acquired
Business and, through innovative packages and promotious, plan to improve subscription rates for broadband services. We
continue to offer direct broadcast satellite services from DIRECTV and DISH, FiOS services in certain states and over-the-top

video on myfitv.com. As we strive to provide consumers with a diverse range of communications services, we continuously
evaluate the viability of other communications product alliances. In addition, we have implemented, and will continue to
implement, several grm_¢h initiatives, including increasiug our marketing expenditures and launchiug new products and
services with a focus on areas that are growing or demonstrate meaningful demand, such as wireliue and wireless HSI, video

products and the "Frontier Peace of Mind" computer technical support. We are also focusing on providing a number of
different service offerings, including unlimited long distance mimaes, bundles of long distance minutes, wireless data and
intertlet services.

Enhance customer loyalty through local engugement. We will continue our strategy of engaging the markets at the local
level to ensure that we have a customer-driven sales and selaAce focus that differentiates the service offerings and bundled

packages we offer to our customers. Our locaI markets, including those in tile Acquired Business, are now operated by local
managers with responsibility for the customer experieuce, as well as the financial results, in those markets. We are also
continuing our current community iuvolvement practices to create a cmnpetitive advantage through long-term customer
loyalty. We remain committed to providing best-in-class service throughout our markets and, by doing so, we expect to
maximize retention of current customers aud gain new customers.

Ensure integration of the Acquired Business. Effective with the closing of the Merger on July 1, 2010, the Acquired
Business (other than with respect to West Virgiuia) has been operating on a Verizon replicated single platform on an
independent basis, and the Acquired Busiuess with respect to West Virginia has been integrated into Frontier's existing
systems. The main integration effort required for ns to operate the Acquired Business immediately following the Merger was
successfidly completed prior to the closing of the Merger, freeing up our resources to implement fresher strategies to achieve

cost savings and drive revenue enhancements.

The Company continnes to engage in activities to enable the Company to implement its "go to market" strategy in its new markets
and to complete the conversions of all the remaining systems into one platform (Phase 2). Our goal is to have Phase 2 completed

by the end of 2012.
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increase operating efficiencies mrri rerdize cost savings. We aim to achieve cost savings by applying Frontier's corporate

administrative functions and information teclmology and network systems to cover certain former Acquired Business

functions (including certain functions formerly provided by Verizon, or other third-party service providers, to the Acquired

Business). The realization of these annual cost savings is expected to be fully achieved by 2013, when the Acquired

Business's netsvork and information technology systems and processes are fully integrated with those of Frontier. However,

there can be no assurance that these or any other cost savings tvifl actually be realized.

Grorvrh rirrongh selective ncrirrisirions. We continue to evaluate and pursue select strategic acquisitions that would enhance

revenues and cash flows, although for two years following the contpletion of the lvterger we are subject to certain restrictions

on the acquisition, issuance, repurchase, or change of ownership of our capital stock. IVe tvifl contimte to adhere to our

traditional selective criteria in our acquisition analysis.
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lncreose operating efficiencles" attd realize cost savings. We aim to achieve cost savings by applying Frontier's corporate
administrative functions and information technology and network systems to cover certain former Acquired Business
fnnctions (including certain fimctions formerly provided by Verizon, or other third-party service providers, to the Acquired
Business). The realization of these annual cost savings is expected to be fally achieved by 2013, when the Acquired
Busioess's network and information technoIogy systems and processes are fally integrated with those of Frontier. However,
there can be no assnrance that these or any other cost savings will actually be realized.

Growth through selective acquisitions. We continue to evaluate and pursue select strategic acquisitions that would enhance
revenues aud cash flows, although for two years following the compIetion of the Met_ger we are subject to certaiu restrictions

on the acquisition, issuance, repurchase, or change of ownership of our capital stock. We wil[ continne to adhere to out"
traditional selective criteria in our acquisition analysis.
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a) Li uidit ' and Ca iital Resources

As of September 30, 2010, ive had cash and cash equivalents aggregating $351.1 million (excluding restricted cash of $187.4
million, representing funds set aside for future broadband expansion and service quality initiatives). Our primary source of
funds contimied to be cash generated from operations. For the nine months ended September 30, 2010, sve used cash flow

fiom operations and cash on hand to fund all of our cash investing and financing activities.

We believe our operating cash flows, existing cash balances, and neiv revolving credit facility xvill be adequate to finance our

ivorking capital requirements, fund capital expenditures, make required debt payments, pay taxes, pay dividends to our

stockholders in accordance ivith our dividend policy, pay our integration costs and capital expenditures, and support our

short-tenn and long-term operating strategies through 2010. However, a number of factors, including but not limited to,

losses of access lines, pricing pressure from increased competition, loiver subsidy and sivitched access revenues and the

impact of the cunent economic environment are expected to reduce our cash generated from operations. In addition, although

we believe, based on information available to us, that the financial institutions syndicated under our revolving credit facility,

would be able to fulfill their commitments to us, given the current economic environment, this could change in the fiiture.

Further, our below-investment grade credit ratings may also make it more difficult mid expensive to refinance our maturing

debt. As of September 30, 2010, we have approximately $1.0 million of debt maturing during the last three months of 2010
and approximately $280.0 million and $180.4 million of debt maturing in 2011 and 2012, respectively.

The consummation of the Transaction resulted in a conibined company ivith significantly larger business operations and,

consequently, greater ivorking capital, capital expenditure and other liquidity needs. Upon consummation of the Transaction,

ive assumed approximately $3.5 billion principal amount of Spinco debt. As a result of our greater liquidity requirements, we

entered into a neiv revolving credit facility which increased our line of credit to $750.0 million in order to provide us

sufficient flexibility to ineet our liquidity needs.

As a result of the Transaction, based on the loiver level of debt we have assumed from the Acquired Business relative to its

projected operating cash flovvs, our overall debt has increased but our capacity to service the debt has been significantly

enhanced as compared to Frontier's capacity immediately prior to the lvlerger. At September 30, 2010, the ratio for Frontier's

net debt to adjusted operating cash flovv ("leverage ratio") svas 2.84 times.

ln addition, the FCC and certain state regulatoiy commissions, in connection with granting their approvals of the Transaction,

specified certain capital expenditure and operating requirements for our business for specified periods of time post-closing.

These requirenients focus primarily on a variety of capital investment commitments to three state regulatory commissions,

inchiding the expansion of broadband availability and speeds to at least 85'lo of the households throughout the Company with

minimum speeds of 3 iglbps by the end of 2013 and 4 lvlbps by the end of 2015. To satisfy all or part of certain capital

investment conunitments, we placed an aggregate amount of $115.0 million in cash into escrow accounts and obtained the

letter of credit for $190.0 million in the third quarter of 2010. Another $72.4 million of cash in an escrosv account, with an

associated liability for the same amount, ivas acquired in connection svith the Merger to be used for service quality initiatives

in the state of West Virginia. The aggregate amount of these escrow accounts and the letter of credit ivill decrease over time

as 1'rontier makes the required capital expenditures in the respective states.

The Transaction provides for a post-closing calculation of xvorking capital. Frontier and Verizon have not finalized the

results of this calculation nor the post-closing adjustment, if any. The final resolution of this process svitt not negatively

impact Frontier's balance sheet or ivorking capital.

Cash Flovv rovided b 0 cretin Activities

Cash flovv provided fiy operating activities increased $395,5 million, or 81/w for the nine months ended September 30, 2010

as compared with the prior year period. The improvement ivas primarily the result of incremental cash flow from the

Acquired Business and an increase in operating income (before depreciation and amortization).

We expect that for the full year of 2010 our cash taxes will be approximately $40.0 million to $50.0 niillion, including the impact

of bonus depreciation in accordance ivith the Small Business Jobs Act of 2010.
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a) Liquidity and Capital Resources

As of September 30, 2010, we had cash and cash equivalents aggregating $351.1 million (excluding restricted cash of$187.4

million, representing funds set aside for filture broadband expansion and service quality initiatives). Our primary source of
funds continued to be cash generated from operations. For tile nine months ended September 30, 2010, we used cash flow

from operations and cash on hand to fund all of our cash investing and financing activities.

We believe our operating cash flows, existing cash balances, and new revolving credit facility will be adequate to finance our
working capital requirements, fund capital expenditures, make required debt payments, pay taxes, pay dividends to our
stockholders in accordance with our dividend policy, pay our integration costs and capital expenditures, and support our

short-term and long-term operating strategies through 2010. However, a number of factors, including but not limited to,
losses of access lines, pricing pressure from increased competition, lower subsidy and switched access revenues and the

impact of the current economic environment are expected to reduce our cash generated from operations, in addition, althmlgh
we believe, based on information available to us, that the fnancial institutions syndicated under onr revolving credit facility,
would be able to fidfilI their commitments to ns, given the current economic environment, this could change in the filture.
Further, our below-investment grade credit ratings may also make it more difficult and expensive to refinance our maturing
debt. As of September 30, 2010, we have approximately $i.0 million of debt maturing daring the last three months of 2010
and approximately $280.0 million and $180.4 million of debt maturing in 2011 and 2012, respectively.

The constanmation of the Transaction resulted in a combined company with significantly larger business operations and,

consequently, greater working capital, capital expendittlre and other liquidity needs. Upon consummation of the Transaction,
we assumed approximately $3.5 billion principal amonnt of Spinco debt. As a result of our greater liquidity requirements, we
entered into a new revolving credit facility which increased our line of credit to $750.0 million in order to provide us

sufl]cient flexibility to meet onr liquidity needs.

As a result of the Transaction, based on the lower level of debt we have assumed from the Acquired Business relative to its

projected operating cash flows, onr overall debt has increased but our capacity to service the debt has been significantly
enhanced as compared to Frontier's capacity immediately prior to the Merger. At September 30, 2010, the ratio for Frontier's
uet debt to adjusted operating cash flow ("leverage ratio") was 2.84 times.

In addition, the FCC and certain state regnlatoty commissions, in connection with granting their approvals of the Transaction,
specified certain capital expenditure and operating reqnirements for our business for specified periods of time post-closing.
These reqnirelnents focus primarily on a variety of capital investment commitments to three state regulatory commissions,
including the expansion of broadband availability and speeds to at least 85% of the households throughout the Company with
minimum speeds of 3 Mbps by the end of 2013 and 4 Mbps by the end of 2015. To satisfy all or part of certain capital
investment commitments, we placed an aggregate amonnt of $1 t 5.0 million in cash into escrow accounts and obtained the
letter of credit for $190.0 million in the third quarter of 2010. Another $72.4 million of cash in an escrow account, with an
associated liability for the same ammutt, was acqnired in com_ection with the Merger to be used for service quality initiatives
in the state of West Virginia. The aggregate amount of these escrow acconnts and the letter of credit will decrease over time
as Frontier makes the required capital expenditures in the respective states.

The Transaction provides for a post-closing calculation of working capital. Frontier and Verizon have not finalized the
resnlts of this calculation nor the post-closing adjustment, if any. The final resolution of this process will not negatively

impact Frontier's balance sheet or working capital.

Cash Flow provided by Operating Activities

Cash flow provided by operating activities increased $395.5 million, or 8I%, for the nine nmnths ended September 30, 2010
as compared with the prior year period. The improvement was primarily the result of incremental cash flow from the

Acquired Business aad an increase in operating income (before depreciation and amortization).

We expect timt for the frill year of 2010 our cash taxes will be approximately $40.0 million to $50.0 million, including the impact
of bonus depreciation in accordance with the Small Business Jobs Act of 2010.
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In connection vvfth the Transaction, the Compmiy undertook activities to plea and implement systenis conversions mid other

initiatives necessary to effectuate the closing, which occurred on July I, 2010. As a result, the Company incurred $125.9 niif lion

of acquisition and integration costs related to integration activities during the first nine months of2010.

Cash Flow used b Investin Activities

zccCllfslf loll

On July I, 2010, we acquired Spinco from Verizon for total consideration of approximately $5.4 billion, including the

issuance of Frontier conunon shares with a value of $5.22 billion and payments of $105.0 million in cash. We also assumed

approximately $3.5 billion in debt.

~CI L dn
For the nine months ended September 30, 2010 and 2009, our capital expenditures were $330.3 million (including $77.9 million

of integration —related capital expenditures) and $164.5 million (including $2.6 million of integration-related capital expenditures),

respectively. Capital expenditures for both the three and nine months ended September 30, 2010 included $104.4 million

associated with the recently Acquired Business. IVe continue to closely scrutinize all of our capital projects, emphasize return on

investment mid focus our capital expenditures on areas and services that have the greatest opportunities with respect to revenue

grownh and cost reduction. IVe miticipate total capital expenditures of approximately $500.0 million to $525.0 million for 2010
related to our Frontier legacy propetftes and the Acquired Business.

In connection with the Transaction, the Compaay undertook activities to plan and implement systems conversions and other

initiatives necessaiy to effectuate the closing, which occuned on July I, 2010, As a result, the Company incurred $77.9 million

of capital expenditures related to these integration activities during the first nine months of2010.

Cash Floiv used b and rovided from Financin Activities

Debt Reduction

During the first nine months of 2010, we retired an aggregate principal amount of $6.3 million of debt, consisting of $2. 1

million of senior unsecured debt and $4.2 million of rural utilities service loan contracts.

During the first nine months of 2009, we retired an aggregate principal amount of $363.7 million of debt, consisting of $362.9
million of senior unsecured debt, as described in more detail below, and $0.8 million of rural utilities service loan contracts.

IVe may from time to time repurchase our debt in the open market, through tender offers, exchanges of debt securities, by

exercising rights to call or in privately negotiated transactions. We may also refinance existing debt or exchange existing debt

for newly issued debt obligations.

Jssntince o I&ebt Secmiti es
On April 12, 2010, Spinco completed a private offering of $3.2 billion aggregate principal amount of Senior Notes. The gross

proceeds of the offering, plus $125.5 million (the Transaction Escroiv) contributed by Frontier, were deposited into an escrow

account. Immediately prior to the Spin-Off and the completion of the lvferger, the proceeds of the notes offering (less the

initial purchasers' discount) were released from the escroiv account and used to make a special cash payment by Spinco to

Verizon, as contemplated by the Transaction, with aniounts in excess of the special cash payment and the initial purchasers'

discount received by the Company (approximately $53.0 million). In addition, the $125.5 million Transaction Escroiv ivas

returned to the Company.

Upon completion of the lvferger on July I, 2010, we entered into a supplemental indenture with The Bank of New York

ivlellon, as Trustee, pursuant to which we assumed the obligations under the Senior Notes.

The Senior Notes consist of $500.0 million aggregate principal amount of Senior Notes due 2015 (the 2015 Notes), $1.1

billion aggregate principal amount of Senior Notes due 2017 (the 2017 Notes), $1.1 billion aggregate principal amount of
Senior Notes due 2020 (the 2020 Notes) and $500.0 million aggregate principal amount of Senior Notes due 2022 (the 2022

Notes).
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In connection with the Transaction, the Company undetqtook activities to plan and implement systems coiwersions and other
initiatives necessary to effectuate the closing, which occurred on July 1, 2010. As a result, the Company incurred $I25.9 million
of acqnisition and integration costs related to integration activities during the first nine months of 2010.

Cash Flow used bv hwesting Activities

_quisition
On July 1, 2010, we acquired Spinco from Verizon for total consideration of approximately $5.4 billion, including the
issuance of Frontier common shares with a value of $5.22 billion and paynrents of $105.0 million in cash. We also assumed

approximately $3.5 billion in debt.

Capital Krpenditures
For the nine months ended September 30, 2010 and 2009, our capital expenditures were $330.3 million (including $77.9 milliou

of integration-reIated capital expenditures) and $164.5 million (including $2.6 million of integration-related capital expenditltres),
respectively. Capital expenditures for both the three and nine months ended September 30, 2010 included $104.4 million
associated with the recently Acquired Business. We coutinue to closeIy scrutinize all of our capital projects, emphasize retunr on
investnrent and focus nor capitaI expenditures on areas and services that have the greatest opportunities with respect to revenue
gro',_lh and cost reduction. We anticipate total capital expenditures of approximately $500.0 million to $525.0 million for 2010
related to our Froutier legacy prope_nties and the Acquired Business.

In connection with the Transaction, the Company undertook activities to plan and implement systems conversions and other
initiatives necessary to effectuate the closing, which occurred on July 1, 2010. As a result, the Company incurred $77.9 million
of capital expenditures related to these integration activities during the first nine months of 2010.

Cash Flow used by and provided from Financing Activities

Debt Reduction
During the first nine months of 2010, we retired an aggregate principal mnount of $6.3 million of debt, consisting of $2.1
million of senior unsecured debt and $4.2 million of rural utilities service loan cmrtracts.

During the first nine months 0f2009, we retired an aggregate principal amount 0f$363.7 nfillion of debt, consisting 0f$362.9
million of senior unsecured debt, as described in more detail below, and $0.8 million of rural utilities service loan contracts.

We may from time In time repurchase onr debt in the open market, through tender offers, exchanges of debt securities, by
exercising rights to call or in privately negotiated transactions. We may also refinance existing debt or exchange existing debt
for newly issued debt obligations.

Issuance of Debt Seem'ities
On April 12, 2010, Spinco completed a private offering of $3.2 billion aggregate principal amount of Senior Notes. The gross
proceeds of file offering, plus $125.5 miIlion (the Transaction Escrow) contributed by Frontier, were deposited into an escrow
account. Immediately prior to the Spin-Off and the completion of the Merger, the proceeds of the notes offering (less the
initial purchasers' discount) were released from the escrow account and used to make a special cash payment by Spinco to
Verizon, as contemplated by the Transaction, with amounts in excess of the special cash paymeut and the initial purchasers'
discount received by the Company (approximately $53.0 nfillion). In addition, the $125.5 million Transaction Escrow was
returned to the Company.

Upon completion of the Merger on July 1, 2010, we entered into a supplemental indenture with The Bank of New York
Mellon, as Trustee, pursuant to which we assumed the obligations nnder the Senior Notes.

The Senior Notes consist of $500.0 million aggregate principal amoont of Senior Notes due 2015 (the 2015 Notes), $1.1

billion aggregate principal amount of Senior Notes due 2017 (the 2017 Notes), $1.I billion aggregate principal amomrt of
Senior Notes due 2020 (the 2020 Notes) and $500.0 million aggregate principal amount of Senior Notes due 2022 (the 2022

Notes).
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The 2015 Notes have an interest rate of 7.875% per minum, the 2017 Notes have an interest rate of 8.25% per annuni, the

2020 Notes have an interest rate of 8.50% per annum and the 2022 Notes have an interest rate of 8.75% per annum. The

Senior Notes ivere issued at a price equal to 100% of their face value. In the third quarter of2010, ive completed an exchange

offer for the privately placed Senior Notes for registered notes.

Upon completion of the Ivlerger on July I, 2010, we also assumed additional debt of $250.0 million, including $200.0 million

aggregate principal amount of 6.73% Senior Notes due Februaiy 15, 2028 and $50.0 million aggregate principal amount of
8.40% Senior Notes due October 15, 2029.

On April 9, 2009, we completed a registered offering of $600.0 miHion aggregate principal amoiuit of 8.25% senior

unsecured notes due 2014. The issue price ivas 91.805% of the principal amount of the notes, IVe received net proceeds of
approximately $538.8 million from the offering atter deducting undenvriting discounts mid offering expenses. During the

first nine months of 2009, we used $353.0 million of the proceeds to repurchase $360.8 million principal amount of debt,

consisting of $280.8 million of our 9.25% Senior Notes due iMay 15, 2011 (the 2011 Notes), $54.1 million of our 7,875%

Senior Notes due January 15, 2027, $16.0 million of our 7.125% Senior Notes due March 15, 2019 mid 89.9 million of our

6.80% Debentures due August 15, 2026. As a result of these repurchases, a $7.8 million gain was recognized and included in

other income, net in our consolidated statements of operations for the nine months ended September 30, 2009. )Ve used the

remaining proceeds from the offering to finance a cash tender offer for the 2011 Notes and our 6.250% Senior Notes due

January 15, 2013 (the 2013 Notes) in the fourth quarter of 2009.

~LCi Gh l'

IVe obtained a letter of credit for $190.0 million to guarantee certain of our capital investment conunitments in IVest Virginia

in connection with the Transaction. On September 8, 2010, we entered into a $190.0 million unsecured letter of credit

facility. The terms of the letter of credit facility are set forth in a Credit Agreement, dated as of September 8, 2010, among the

Company, the Lenders party thereto, and Deutsche Bank AG, New York Branch (the Bank), as Administrative Agent and

Issuing Bank (the Letter of Credit Agremnent). The letter of credit was issued in its entirety as of the end of the third quarter

of 2010. The commitments under the Letter of Credit Agreement expire on September 20, 2011, with a Bank option to extend

up to $100.0 niillion of the conunitments to September 20, 2012. The Company is required to pay an annual facility fee on

the available conunitment, regardless of usage. The covenants binding on the Company under the terms of the Letter of
Credit Agreement are substantially similar to those in the Company's other credit facilities, including limitations on liens,

substantial asset sales and mergers, subject to customaiy exceptions and thresholds.

~Qli I'
On lvlarch 23, 2010, ive entered into a new $750.0 million revolving credit facility (the Credit Facility) that became effective

on July I, 2010, concurrently with the closing of the iklerger and the terinination of the Company's previously existing

revolving credit facility. As of September 30, 2010, we had not made any borrowings utilizing this facility, The terna of the

Credit Facility are set forth in the Credit Agreement, dated as of lvlarch 23, 2010, among the Company, the Leaders party

thereto, mid JPivlorgan Chase Bank, N.A., as Administrative Agent (the Credit Agreement). Associated facility fees under the

Credit Facility ivill vary from time to time depending on the Company's credit rating (as defined in the Credit Agreement) and

were 0.625% per annum as of September 30, 2010. The Credit Facility is scheduled to terminate on January I, 2014. During

the tenn of the Credit Facility, the Company may borroiv, repay and rebon'ow funds, and may obtain letters of credit, subject

to customary borroiving conditions. Loans under the Credit Facility will bear interest based on the alternate base rate or the

adjusted LIBOR rate (each as determined in the Credit Agreement), at the Company's election, plus a margin specified in the

Credit Agreement based on the Company's credit rating. Letters of credit issued under the Credit Facility will also be subject

to fees that vaiy depending on the Company's credit rating. The Credit Facility will be available for general corporate

purposes but may not be used to fund dividend payments.

Covenaiirs
The terms and conditions contained in our indentures, the Credit Agreement and the Letter of Credit Agreement include the

timely payment of principal and interest ivhen due, the maintenance of our corporate existence, keeping proper books and

records in accordance with U.S. GAAP, restrictions on the incurrence of liens on our assets, and restrictions on asset sales and

transfers, mergers and other changes in corporate control. IVe are not subject to restrictions on the payment of dividends

either by contract, rule or regulation, other than that imposed by the General Corporation Laiv of the State of Delaivare.

However, we ivould be restricted under the Credit Agreement and the Letter of Credit Agreement from declaring dividends if
an event of default has occurred and is continuing at the time or would result front the dividend declaration.
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The 2015 Notes have all interest rate of 7.875% per ammm, the 2017 Notes have an interest rate of 8.25% per annum, the
2020 Notes have an interest rate of 8.50% per annum and tlle 2022 Notes have'all interest rate of 8.75% per annum. Tile

Seuior Notes were issued at a price equal to 100% of their face value. In the third quarter of 2010, we completed an exchange

offer for the privately placed Senior Notes for registered notes.

Upon completion of the iVlerger on July 1, 2010, we also assumed additional debt of $250.0 million, including $200.0 million
aggregate principal amount of 6.73% Senior Notes due February i5, 2028 and $50.0 million aggregate principal amount of
8.40% Senior Notes due October 15, 2029.

On April 9, 2009, we completed a registered offering of $600.0 million aggregate principal amount of 8.25% senior
unsecured notes due 2014. The issue price was 91.805% of the principal amount of the notes. We received net proceeds of

approximately $538.8 million from the offering after deducting underwriting discounts and offering expenses. During the
first nine months of 2009, we used $353.0 million of tile proceeds to repurchase $360.8 million principal ammmt of debt,

consisting of $280.8 million of our 9.25% Senior Notes due May 15, 201I (the 2011 Notes), $54.1 million of our 7.875%
Senior Notes due January I5, 2027, $I6.0 million of our 7.125% Senior Notes due March 15, 2019 and $9.9 million of our

6.80% Debentures due August I5, 2026. As a result of these repurchases, a $7.8 million gain was recognized and included in
other income, net in our consolidated statements of operations for the nine months ended September 30, 2009. We used the

remaiuing proceeds from the offering to finauce a cash tender offer for the 2011 Notes and our 6.250% Senior Notes due
Jauuary 15, 2013 (the 2013 Notes) in the fourth quarter of 2009.

Letter of Credit Facility,
We obtained a letter of credit for $190.0 million to guarautee certain of our capital investment commitments in West Virginia

in counection with the Trausaction. On September 8, 2010, we entered into a $190.0 million unsecured letter of credit
facility. The terms of the letter of credit facility are set forth in a Credit Agreement, dated as of September 8, 2010, amoug tile
Company, the Lenders party thereto, and Deutsche Bank AG, New York Branch (the Bank), as Administrative Agent and
Issuing Bank (the Letter of Credit Agreement). Tile letter of credit was issued in its entirety as of the end of the third quarter
of 2010. The commitinents under tile Letter of Credit Agreement expire on September 20, 201 I, with a Bank option to extend
up to $100.0 million of the commitments to September 20, 2012. The Company is required to pay an annual facility fee on
the available commitment, regardless of usage. Tile coveuants binding on the Cmnpany tinder the terms of the Letter of

Credit Agreement are substantially similar to those in the Company's other credit facilities, including limitations on liens,
substantial asset sales and mergers, subject to customary exceptions and thresholds.

O'edit l'_acifiO,_
On March 23, 2010, we entered into a new $750.0 million revolving credit facility (the Credit Facility) that became effective

on Jn[y 1, 2010, concurrently with the closing of tile Merger and the termination of the Company's previously existing
revolving credit facility. As of September 30, 20 i0, we had not made any borrowings utilizing this facility. The terms of the
Credit Facility are set forth in the Credit Agreement, dated as of March 23, 2010, among the Company, the Lenders party
thereto, and JPMorgan Chase Bank, N.A., as Admiuistrative Agent (the Credit Agreement). Associated facility fees under the
Credit Facility will vary from time to time depending on the Company's credit rating (as defined in the Credit Agreement) and
were 0.625% per annum as of Septeinber 30, 2010. The Credit Facility is scheduled to terminate on January 1, 2014. During
the term of the Credit Facility, the Company may borrow, repay and reborrow funds, and may obtain letters of credit, subject
to customary borrowing conditions. Loans under the Credit Facility will bear interest based on the alternate base rate or the
adjusted LIBOR rate (each as determined in tile Credit Agreement), at tile Company's election, plus a margin specified in the
Credit Agreement based on the Company's credit rating. Letters of credit issued under tile Credit Facility will also be subject
to fees that vary depending on the Company's credit ratiug. The Credit Facility will be available for general corporate
purposes but may not be used to fund dividend payments.

Covcnanls
The terms and conditions contained in our indentures, tile Credit Agreement and the Letter of Credit Agreement include the

timely payment of principal and interest when due, tile maintenance of our corporate existence, keeping proper books and
records in accordance with U.S. GAAP, restrictions on the incurrence of liens on our assets, and restrictions on asset sales and

trausfers, mergers and other changes in corporate control. We are not subject to restrictions on tile payment of dividends
either by contract, rule or regnlation, other than that imposed by tile General Corporation Law of tile State of Delaware.
However, we would be restricted under the Credit Agreement and the Letter of Credit Agreement from declaring dividends if
an event of default has occurred and is contimfing at the time or would result from the dividend declaration.
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Our $200.0 million term loan facility ivith the Rural Telephone Finance Cooperative (RTFC), which matures in 2011, the

Credit Facility, and our $150.0 million and $135.0 million senior unsecured term loans, each contain a maximuni leverage

ratio covenant. Under those covenants, we are required to maintain a ratio of (i) total indebtedness minus cash and cash

equivalents (including restricted cash) in excess of $50.0 million to (ii) consolidated adjusted EBITDA (as defined in the

agreements) over the last four quarters no greater than 4.50 to l.

The Credit Facility, the Letter of Credit Facility and certain indentures for our senior unsecured debt obligations limit our

ability to create liens or merge or consolidate ivith other companies and our subsidiaries' ability to borrow funds, subject to

important exceptions and qualifications.

As of September 30, 2010, we were in compliance with all of our debt and credit facility covenants.

Dividends

We intend to pay regular quarterly dividends. Our ability to fund a regular quarterly dividend ivill be impacted by our ability

to generate cash from operations. The declarations and payment of future dividends svill be at the discretion of our Board of
Directors, and will depend upon many factors, including our financial condition, results of operations, grovvth prospects,

funding requirements, applicable law, restrictions in agreements governing our indebtedness and other factors our Board of
Directors deems relevmit. Effective luly I, 2010, our annual cash dividend policy was set as $0.75 per share, subject to

applicable law and within the discretion of our Board of Directors.

0 i Balance Sheetr)rran enients

We do not maintain any off-balance sheet arrangements, transactions, obligations or other relationships with unconsolidated

entities that ivould be expected to have a material current or future effect upon our financial statements.

Criticaldccamitin Palicier andEstimatec

We review all significant estimates affecting our consolidated financial statements on a recurring basis and record the effect of

any necessary adjustment prior to their publication. Uiicertainties iv ith respect to such estimates and assumptions are inherent in

the preparation of financial statenients; accordingly, it is possible that actual results could differ from those estimates and changes

to estimates could occur in the near term. The preparation of our finmicial statements in conformity with U.S. GAAP requires

management to make estiniates and assumptions that affect the reported amounts of assets and liabilities at the date of the

financial statements, the disclosure of contingent assets and liabilities, and the reported amounts of revenue and expenses during

the reporting period. Estimates and judgments are used when accounting for allowance for doubtful accounts, impairment of
long-lived assets, impairment of intmigible assets, depreciation and amortization, pension and other postretirement benefits,

income taxes, contingencies and purchase price allocations, among others.

Management lms discussed the development and selection of these critical accounting estimates with the Audit Conunittee of
our Board of Directors and our Audit Committee has reviewed our disclosures relating to such estimates.

Other than as set forth beloiv, there have been no material changes to our critical accounting policies and estimates from the

information provided in Item 7. "lvlanagement's Discussion and Analysis of Financial Condition and Results of Operations"

included in our Annual Report on Form 10-K for the year ended December 31, 2009.
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Our $200.0 million term loan facility with the Rural Telephone Finance Cooperative (RTFC), which matures in 201I, the

Credit Facility, and our $150.0 million and $135.0 million senior unsecured term loans, each coxttain a maximum leverage
ratio covenant. Under those coveuants, we are required to maintain a ratio of (i) total indebtedness minus cash and cash

equivalents (including restricted cash) in excess of $50.0 million to (ii) consolidated adjusted EBITDA (as defined in the

agreements) over the last four quarters 11ogreater than 4.50 to 1.

The Credit Facility, the Letter of Credit Facility and certain indentures for our senior unsecured debt obligations limit our

abilit3, to create liens or merge or consolidate with other companies and our subsidiaries' ability to borrow funds, subject to
important exceptions and quaIificafimls.

As of September 30, 2010, we were in compliance with all of our debt and credit facility coveuants.

Dividends

We intend to pay regular quarterly dividends. Our ability to fund a regular quarterly dividend will be impacted by our ability
to generate cash from operations. The declarations and payment of fnture dividends will be at the discretion of our Board of
Directors, and will depend upon many factors, including our financial condition, results of operations, growth prospects,
funding requirements, applicable law, restrictions in agreements governing our indebtedness and other factors our Board of
Directors deems relevant. Effective July 1, 2010, our annual cash dividend policy was set as $0.75 per share, subject to
appIicable law and within the discretion of our Board of Directors.

Off-Bahmce Sheet Arrangiements
We do not maintain any off-balance sheet arrangements, transactions, obligations or other relationships with unconsolidated
entities that would be expected to have a material current or fnture effect upon our financial statements.

Critical Accom_ting Policies and Estimates
We review all significant estimates affecting our consolidated financial statements on a recurring basis and record the effect of

aay necessary adjustment prior to their publication. Uncertainties with respect to such estimates and assumptions are inherent in
the preparation of financial statements; accordingly, it is possible that actual results could differ fi'om those estimates and changes
to estimates could occur in the near tenn. The preparation of our financial statements in conformity with U.S. GAAP requires
managemextt to make estixnates and assumptions that affect the reported amnnnts of assets and liabilities at the date of the
financial statements, the disclosure of contingent assets and liabilities, and the reported amounts of revenue and expenses during
the reporting period. Estimates and judgments are used when accmmting for allowance for doubtful accounts, impairment of

long-lived assets, impairment of intangible assets, depreciation and amortization, pension and other postretirement benefits,
income taxes, contingencies and purchase price allocations, among others.

Management has discussed the development and selection of these critical accounting estimates with the Audit Connnittee of
our Board of Directors aud our Audit Committee has reviewed our disclosures relating to such estimates.

Other than as set forth below, there have been no material changes to our critical accounting policies and estimates from the

information provided in Item 7. "Management's Discussion and Analysis of Financial Condition and Results of Operations"
included in our Anmial Report on Form 10-K for the year ended December 3 I, 2009.
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iki ~RI I 0

Effective July I, 2010, the Company's scope of operations and balance sheet capitalization changed materially as a result of
the completion of the Transaction. Historical financial and operating data presented for Frontier is not indicative of future

results and includes the results of operations of the Acquired Business from the date of acquisition on July I, 2010. The
tinancial discussion and tables beloiv include a comparative analysis of our results of operations on a historical basis for our

Frontier operations as of and for the three and nine months ended September 30, 2010 and 2009. We have also presented an

analysis of each category of revenue and operating expenses for the three and nine months ended September 30, 2010 for the

results of Frontier legacy operations (excluding the Acquired Business) and the results of the Acquired Business for the third

quarter of 2010, as inchided in the consolidated results of operations. All variance explanations discussed beloiv are based

upon an analysis of the three and nine nionths ended September 30, 2010 financial data for Frontier legacy operations

(excluding the Acquired Business) in comparison to the three and nine months ended September 30, 2009, except that the first

tivo sentences in each category of revenue or operating expenses beloiv shows the revemie, operating expenses and/or

variances based upon an analysis of Frontier including the Acquired Business. Frontier has shown these adjustments to its

financial presentations to exclude the effects of the Acquired Business because of the magnitude of the Transaction and its

impact to our financial results in the three and nine months ended September 30, 2010.

REVENUE

Revenue is generated primarily through the provision of local, network access, long distance, and data and internet services. Such

revenues are generated through either a monthly recurring fee or a fee based on usage at a tariffed rate and revenue recognition is

not dependent upon significant judgments by management, ivith the exception of a determination of a provision for uncollectible

allloilllts.

Revenue for the three months ended September 30, 2010 increased $876.2 million, or 166%, to $1,403.0 million as compared

with the prior year period. Revenue for the nine months ended September 30, 2010 increased $842.0 million, or 53%, to

$2,439.0 million as compared ivith the prior year period, Excluding revenue of $890.1 million attributable to the Acquired

Business for both the three and nine months ended September 30, 2010, our revenue decreased $14.0 million, or 3%, and

848. 1 million, or 3%, during the three and nine months ended September 30, 2010, respectively, as compared to the prior year

periods. The decline for our Frontier legacy operations during the first nine months of 2010 is a result of decreases in the

number of residential and business customers, switched access revenue and directoiy revenue, partially offset by a $19.3
million, or 4%, increase in data and internet services revenue, each as described in more detail below.

Change in the number of our access lines is one metric that is important to our revenue mid profitability. Our Frontier legacy

operations lost access lines primarily because of changing consmner behavior (including ivireless substitution), economic

conditions, changing technology, competition, and by the loss of second lines upon the addition of HSI or cable modem

service. Our Frontier legacy operations lost approximately 94,300 access lines (net) during the nine months ended September

30, 2010, or 6% oil an annual basis, comparable to the 102,600 access lines (net) lost during the nine nionths ended

September 30, 2009. The Acquired Business lost approximately 109,600 access lines (net) during the three months ended

September 30, 2010. Economic conditions and/or increasing competition could make it more difficult to sell our bundles, and

cause us to increase our promotions and/or loiver our prices for our products and services, ivhich ivould adversely affect our

revemie, profitability and cash flow.

During the nine months ended September 30, 2010, our Frontier legacy operations added approximately 14,800 HSI
subscribers. The Acquired Business experienced a loss of approximately 8,200 HSI subscribers during the three months

ended September 30, 2010. We expect to continue to increase HSI subscribers in our Frontier legacy operations (although not

enough to offset the expected continued loss in access lines) and expect to reduce the number of lost HSI subscribers in the

Acquired Business during the remainder of 2010.

While the number of access lines is an important metric to gauge certain revenue trends, it is not necessarily the best or only

measure to evaluate our business. Management believes that customer counts and understanding different components of
revenue is most important. I'or this reason, presented in the table titled "Other Financial and Operating Data" beloiv is a

breakdoivn that presents residential customer counts, average monthly revenue, percentage of customers on price protection

plans and cluirn, It also categorizes revemie into customer revenue (residential aad business) and regulatory revenue

(sivitched access and subsidy revemie). Despite the 5% decline in residential customers and the 4% decline in total access
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(b) Results of Operations

Effective July 1, 2010, the Company's scope of operations and balance sheet capitalization changed materially as a result of
the completion of the Transaction. Historical financiaI and operating data presented for Frontier is not indicative &future
results and includes the results of operations of the Acquired Business from the date of acquisition on July 1, 2010. The
financial discussion aud tables below include a emnparative aualysis of our results of operations on a historical basis for our
Frontier operations as of and for the three and nine mouths ended September 30, 2010 and 2009. We have also presented an
analysis of each category of revenue and operating expenses for the three and nine months ended September 30, 2010 for the
results of Frontier legacy operations (excluding dm Acquired Business) and the resuIts of the Acquired Business for the dfird
qum_er of 2010, as incinded iu the consolidated results &operations. All variance explanations discussed below are based
upon an analysis of the three and nine months ended September 30, 2010 financial data for Frontier legacy operations
(excluding fi_e Acquired Business) in comparison to the three and nine months ended September 30, 2009, except that the first
two sentences in each category of revenue or operating expenses below shows the revenue, operating expenses and/or
variances based upon an analysis of Frontier including the Aeqnired Business. Froutier has shown these adjustments to its
financial presentations to exclude the effects of the Acquired Business because of the magnitude of the Transaction and its

impact to our financial results in the three and nine months euded September 30, 2010.

REVENUE

Revenue is generated primarily through the provision of local, network access, long distance, and data and interact services. Such

revenues are generated through either a monthly recurring fee or a fee based on osage at a tariffed rate and revenue recognition is
not dependent upon significant judgments by management, with the exception ofa determiuation of a provision for uncollectible
alnounts.

Revenue for the three months ended September 30, 20 l0 increased $876.2 million, or 166%, to $1,403.0 million as compared

with the prior year period. Revenue for the nine months ended September 30, 2010 increased $842.0 milliml, or 53%, to
$2,439.0 million as compared with the prior year period. Excluding revenue of $890.1 million attributable to the Acquired
Business for both the three and nine months ended September 30, 2010, our revenue decreased $14.0 nfillion, or 3%, and

$48.1 million, or 3%, during the three and nine umnths ended September 30, 2010, respectively, as cmnpared to the prior year
periods. The decline for our Frontier legacy operations during the first nine months of 2010 is a result of decreases in the
number of residential and busiuess customers, switched access revenue and directory revenue, partially offset by a $19.3

million, or 4%, increase in data and internet services revemle, each as described in more detail below.

Change in the number of our access lines is one metric that is important to our revenue and profitability. Our Froutier legacy
operations lost access lines primarily because of changing consumer behavior (including wireless substitution), economic
conditions, changing technology, competition, and by the loss of second lines upon the addition of HSI or cable modem
service. Our Frontier legacy operations lost approxbnateIy 94,300 access lines (net) during the nine months ended September
30, 2010, or 6% on an annual basis, comparable to the 102,600 access lines (net) lost during the nine months ended
September 30, 2009. The Acquired Business lost approximately 109,600 access lines (uet) during the three months ended

September 30, 2010. Ecmmmic conditions and/or increasing competition could make it more difficult to sell oar bundles, and
cause us to increase our promotions and/or lower our prices for our products and services, which would adversely affect our
revenue, profitability and cash flow.

During the nine nmnths ended September 30, 2010, our Frontier legacy operations added approximately 14,800 HSI
subscribers. The Acquired Business experienced a loss of approximately 8,200 HSI subscribers during the three months
euded September 30, 2010. We expect to continue to increase HSI subscribers in our Frontier legacy operations (although not

enough to offset the expected contimled loss in access lines) and expect to reduce the number of lost HSI subscribers in the
Acquired Business during the remainder of 2010.

While the number of access lines is an important metric to gauge certain revemte trends, it is not necessarily the best or only
measure to evaluate our business. Managenmnt believes that customer counts and understanding different components of

revenue is most important. For this reason, presented in the table titled "Other Financial and Operating Data" below is a
breakdown that presents residential customer counts, average monthly revenue, percentage of customers on price protection

plans and churn, it also categorizes revenue into customer revenue (residential and business) and regulatory revenue
(switched access and subsidy revenue). Despite the 5% decline in residential customers and the 4% decline in totaI access
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lines, customer revenue, which is all revenue except sivitched access and subsidy revenue, for our Frontier legacy operations

declined in the first nine months of 2010 by only 2 percent as compared to the prior year period. The decline in custoniers

and access lines for our Frontier legacy operations was partially offset by increased penetration of additional products sold to

both residential and business customers, ivhich has increased our average monthly revenue per customer. A substantial

further loss of customers and access lines, combined hvith increased competition and the other factors discussed herein may

cause our revenue, profitability and cash flotvs to decrease in the last quarter of 2010.

OTHER FliNANCIAL AiND OFERAT)iNG DATA

Acce

B itness

H gh-Speed I te et(HSI) subscnbers

As of
Spi b 30

2010

3,735, 162
2 140 284
5,875,446

1,692,858
515,641

1,374,S22
776,88G

2, 151,708

172% 3,863,470 (3)%
175% 2, 150,396 (0)%
173% 6 013 866 (2)/

621,331 172% 1,697,829 (0)'/
164,535 213% 504,544 2%

A f A of
September30, %1 mc I lyl, %1cme

2009 ~D- e e

2010
~(A Re n 6) 2009

$1 c
IDec e )

For thethree months e dad S t b 30 "Increase

(D c erne)

F th n monthsendedSe te b; 30
2010

~As Re oned)
5 I « " Increase

2009 ~(occreme (D -
)

Re enue ( 000' )

8 ess
Total u t nm«*

$630,294
610 666

I 240 9GO

5 223,354
212 225

5 406,940
398,441

435,579 805,381

182% 5 1,07I,G24 $681,400 5 390,224 57%

I 8 8% t,036,251 646,785 389 466 60%

185% 2, 107,875 1,328, 185 779,690 59'I

R h I I 0 (Sn tchol access md b dy) 162,008 91,237 70,771 78% 331,079 268,729 G2,350 23%

r tal e enue 5 140296S 5 52G816 5 876152 IGG% 52438954 5 1,596914 5 I%23%0 53%

Smt bed a ce- I t f se

A e bc thlyt talre enueper

c . 0 -Fonterl. egacy

—mth Acquired B s n

A ah thlyc nomerre e ue

p m hne- Frontie Leg

thA q HB sne

5,346

S 8389
$78.67

5 7060

5 6958

2, 172

5 8091

$66 90

1465/ 9,444 6,761

44' 5 8318 5 8054

6% 5 6974 5 6699

3%

Asof fo theth . thsendedSe Ie be 30 A f f th n nio thsendedSe t b. 30

2010

~(A R oned 2009

3,538,097
$630,294

2 26

1,277,066
5 223,354

2 48

5 57685 61.03
5 5836

57.65/

I 395/

I 88%

51 0%
I 55%

R sde I I tome mett s
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P 4 ct p nde lalcuslonie '
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Per e I f t pnceprotectio
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-»thAcqutredBu em
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(Dec )

I 7 75'

182%

(9)%

13%
(10)%

2010
~ARe nedl
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2.26

2009

1,277,066
5 681,400

2 48
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I 38%

51 0%
1.48%

5 60.17 $57 66
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(Deme )
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lines, custonler revenue, which is all revenue except switched access and subsidy revenue, for our Frontier legacy operations

declined in the first nine months of 2010 by only 2 percent as compared to file prior year period. The decline in customers

and access lilies for our Frontier legacy operations was partially offset by increased penetration of additional products sold to

both residential and business customers, which has increased our average nlonthly revenue per customer. A snbstantial

further loss of customers and access lines, courbined with increased competition and the other factors discussed herein may

cause our revenue, profitability and cash flows to decrease in the last quarter of 2010.

OTHER FINANCIAL AND OPERATING DATA

As of As of As of

September 30. September 30. % Increase July I. % Increase

2010 2009 _ 2010 (Decrease_

Acce,s lines:

Residential 3.735.162 1.374.822 172% 3.863.470 (3)%

Business 2.140.284 776.886 I75% 2.150.396 (0)%

Total access lines 5.875.446 2.151.708 173% 6.013.866 (2)%

High-Speed lnternet (HSI) subscribers 1.692.858 621.331 172% 1.697.829 (0)%

Video subscribers 515.641 164.535 213% 504.544 2%

Revenue (in 000's):

Residential

Business

Tolal customer revenue

Regulator)' (S_itcbed access 0aid subsidy)

Tolal revenue

S_dtcbed access n/inures of use

(in millions)

Average monthly total revenue per

access line - Frontier Legacy

_ith Acquired Business

Avetage monthly customer revenue

per access line- Frontier Legacy

- t_itlx Acquired Business

For the three months ceded September 30.

20 I0 $ Increase

2009 . fDectease)

S 630,294 $ 223,354 $ 406,940

610.666 212.225 398.441

1.240.960 435.579 805.381

162,005 91.237 70,771

S 1.402.968 S 526.816 S 876.152

For the nine months ended September 30.

% Increase 2010 S Increase % Increase

(Decrease) _ 2009 _ (Decrease)

182% S 1.071.624 $ 681.400 S 390.224 57%

188% 1.036.251 646.785 389.466 60_

185% - 2.107.875 1.328.185 779.690 59_/0

78% 331.079 . 268.729 62.350 23_/o

166% $ 2.438.954 S 1.596.914 S 842.040 53%

5.346 2.172

S 8389 S 8091

S 78.67

146% 9.,144 6.76I 40*A

4% $ 8318 $ 80.54 3%

S 7060 S 66.90

S 6958

6% $ 6974 S 6699 4%

As of or for the three months ended Septentbef 30.

2010

2009

Residential customer metrics:

Customers 3.538.097 1.277.066

Revenue (in 000's) S 630.294 S 223.354

Products per residential ¢uslomer hI) 226 248

A_ erase monthly residential

revenue per customer - Frontier Legacy S 61.03 S 57.68

- _alth Acquired Business S 5836

Percenl of customers on price protection

plans - Frontier Legao., 57.68b 51.0%

Customer monthly churn - Frontier Legacy 1 39% 1 55%

- _ith Acquired Business 1 88%

Business customer metrics:

Customers 380.982 145.931

Re_ enue (in 000'$) $ 610.666 5 212.225

Average moalhly business

revenuepercustomer-FronberLegacy S 51341 S 48327

- x_ida Acquired Business S 53302

As of or for the nine months ceded September 30!

% Increase 2010 % Increase

(Decrease) _ 2009 (Decrease)

177% 3.538.097 1,277,066 177%

1825_ S 1.071.624 S 6_1.400 579_

(9)% 2.26 248 (9)%

6"¢_ S 60A7 S 57.66 4%

13% 57 6% 51.0% 13%

(10)% 138% IA8% (7)%

161% 380.982 145.93l 161%

188% S 1.036.251 5 646.785 60%

6°t_ $ 511.04 S 48260 6%

it) Products per residential eustomer_ primmT residential voice line. HSI and sideo products have a _alue of 1. I_ng distance.

Frontier Peace of *lind. second lines, feature packages and dalLup have a value of 05
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REVFRUF.

(S rrr rtior « It I 7 For the three ntmuhs ended Se teotber 30, 2010 Forthethree

As Acquired months ended 5 Increase / Increase

~Decrease

Lo al and long distan services

Data attd int met s rviccs
S itched access and subsidy

Dire tory services
Otttcr

5 693,517 5 473,011 5
452,549 284,632
162,008 80,757
27,314 4,563
67 580 47, 186

220,50G 5 236,005
167,917 160,564
81,251 91,237
22,751 26,459
20 394 12 551

5 (15,499)
7,353

(9,98G)

(3,708)
7,843

(7)%
5%

(11)56
(14)%
62%
(3)%

For the nme ntonths ended Se tember 30, 2010 For the nine

As

~R«oned
Acquir d

alrstrtc s

monthsend 6 5 Increase 5/ Irrcrease

(D crease)

I ocal and long distaace service

Data n d mtemet se ices
Smtched aces s and subsidy

Directory s rviccs

Dtlt r

667,368
497,634

250,322

71,702
61,779

5 1,140,379 5
782,266
331,079
76,265

108,965

473,011 5
284,632

80,757
4,563

47, 186
5 2,438,954 5 890,149 5 1,548,805 5

717,169
478,288
268,729
81,375
51 353

1,596,914

(49,801)
19,346

(18,407)
(9,673)
10,426

5 (7)%
4%

(7)%
(12)%
20%

Local and Lang Distance Services
Local and long distance services revenue for the three mid nine months ended September 30, 2010 increased $457.5 million, or

194%, to $693.5 million, and $423.2 million, or 59%, to $1,140.4 nliflion, respectively, as compared with the three and nine

months ended September 30, 2009. Local and long distance services revenue for both the three and nine months ended

Septenlber 30, 2010 increased $473.0 million as a result of the Acquired Business. Local and long distance services revenue for

our Frontier legacy operations decreased $15.5 miflion, or 7%, and $49.8 million, or 7%, respectively, as compared with the three

and nine months ended September 30, 2009.

Local and enhanced services revenue for our Frontier legacy operations declined $16.7 million and $53.2 million for the three and

nine month periods, respectively, primarily due to the contimted loss of access lines and, to a lesser extent, decreases in private

line services and feature packages.

Long distance services revenue for our Frontier legacy operations for the three and nine months ended Septenlber 30, 2010
increased $1.2 million and $3 4 million, respectively, as compared with the three and nine months ended September 30, 2009,

primarily due to an increase in the number of long distance customers using our bundled service offerings partially offset by

lo)ver nlinutes of use and average revenue per mimlte of use. We have actively marketed a package of unlimited long distance

minutes with our digital phone and state unlimited bundled service offerings. These offerings have resulted in an increase in long

distance customers and an increase in the minutes used by these customers. This has lolvered our overall average rate per minute

bifled. While these package offerings have grolvn our long distance customer base, those customers who still pay on 0 per minute

of use basis have reduced their calling volumes.

Economic conditions andlor increasing competition could make it mare diflicult to sell our packages and bundles, and cause us to

increase our promotions andlor losver our prices for those products and services, which lvould adversely affect our revenue,

profitability and cash flow.

Data and internet Sen ices
Data and internet services revenue for the three and nine months ended September 30, 2010 increased $292.0 million, or 182%, to

$452.5 million, and $304.0 million, or 64%, to $782,3 million, respectively, as compared lvith the three and nine months ended

September 30, 2009. Data and internet services revenue for both the three and nine months ended September 30, 2010 increased

$284,6 million as a result of the Acquired Business. Data and internet services revenue for our Frontier legacy operations

increased $7.4 million, or 5%, atld $194 Inlllloll, or 4%, respectively, as compel'ed )vlth the tlu'ee atld tdlle mollths ended

September 30, 2009, primarily due to the overall gro)vth in the number of HSI subscribers and high-capacity Internet and ethernet

circuits purchased by customers. Data services revenue for our Frontier legacy operations increased $3.8 million to $94.4 million
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REVENUE

(S in xhou_md_ ) For the three monlhs ended Seplember 30, 2010 For the three

As Aequlred month_ ended S Increase % Increase

Business Frontier Lesacy September 30, 2009 _

LoealandIongdlstanceservlces S 693,517 S 473,011 $ 220,506 $ 236,005 $ (15,4993 (7)%

Data and interact sere'ices 452,549 284,632 167,917 160,564 7,353 5%

S,_qtched access and subsidy 162,008 80,757 81,251 91,237 (9,986) ( 11 )%

Directory services 27,314 4,563 22,751 26,459 (3,708) (14)%

O/her 67,580 47,186 20,394 12,551 7,843 62%

_" 1,402,968 _ $ 512,819 S 526,816 _-_ (3)%

For the nine months ended September 30, 20 I0 For the nine

As Acquired months elided $ Increase 56 Increase

___.__orted Bllsiiless Frontier Legacy,, September 30, 2009 ____.Decrease) . (Decrease)

Localandlongdistanceservices $ 1,140,379 $ 473,011 $ 667,368 $ 717,169 $ (49,80I) (7)%

Data and hltemet services 782,266 284,632 497,634 478,288 19,346 4%

S_s4tched access and subsidy 331,079 80,757 250,322 268,729 (18,4073 (7)%

Directo n, services 76,265 4,563 71,702 81,375 (9,673) (123%

Other 108,965 47,186 61,779 51,353 10,426 20%

S 2,438,954 $ 890,149 $ 1,548,805 S 1,596,914 S_8,109) (3)%

Local and Long Distance Services
Local and IoBg distance services revenue for the three and nine montbs eBded September 30, 2010 iBcreased $457.5 million, or
194%, to $693.5 1nilIiou, and $423.2 IniIlion, or 59%, to $I,140.4 million, respectively, as compared with the three and nine

lnonttls ended September 30, 2009. Local and long distauce services reveBue for both the three and Bine inonths ended
September 30, 2010 increased $473.0 million as a result &the AcqBired Business. Local and long distance services reventle for
our Frontier legacy operations decreased $15.5 miIIion, or 7%, and $49.8 million, or 7%, respectively, as compared with the three
and nine months ended September 30, 2009.

Local and enhanced services revelme for onr Frontier legacy operations declined $16.7 million and $53.2 million for the three and
nine moBtb periods, respectively, prilnarily due to the continued loss of access lines and, to a lesser extent, decreases in private
line services and feature packages.

Long distance services revemle for our FroBtier legacy operations for the three and Bine moDths ended September 30, 2010
increased $1.2 million and $3.4 million, respectively, as compared with the three and nine moBths ended September 30, 2009,

primarily due to aB increase in the number of long distance customers using oar bundled service offerings partially offset by
lower minutes &use and average revenue per miBute of use. We have actively marketed a package of unlimited long distance
minutes with our digital phone and state unlimited bundled service offerings. Tbese offerings have i_sulted in an increase in long
distance customers aBd aB increase in the mim_tes used by these customers. This llas lowered our overall average rate per mhmte

billed. While these package offerings have grown our Iong distance customer base, those customers who still pay on a per minute
of use basis have reduced their calling volumes.

Economic conditioBs and/or increasing competition could make it B3ore difficult to sell our packages and bundles, and cause us to
increase our promotiollS and/or lower our prices for those products and services, which would adversely afii:ct our revem_e,
profitability and cash tidy,,.

Data and Intelvlet Serl,ices
Data and intemet services revemie for the three and nine months ended September 30, 2010 increased $292.0 million, or 182%, to

$452.5 millioB, and $304.0 nfillion, or 64%, to $782.3 million, respectively, as compared with the three aBd nine months ended
September 30, 2009. Data and interuet services reventle for both the tbree and nine n3onths ended September 30, 2010 increased
$284.6 millioB as a result of the Acqtdred Bllsiness. Data aBd iBternet services revenue for our Frontier legacy operatimls
increased $%4 million, or 5%, and $i9.4 million, or 4%, respectively, as compared with the three and nine months ended

September 30, 2009, primarily due to the overall growth in the nnmber of HSI subscribers and high-capacity h3ter13etand ethemet
circuits purcbased by customers. Data services revenue for our Frontier legacy operations increased $3.8 million to $94.4 inillion
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and $10.3 million to $278.3 million, for the three and nine months ended September 30, 2010, respectively, as compared xvith the

smne periods of 2009. As of September 30, 2010, the number of the Company's HSI subscribers for our Frontier legacy

operations increased by approximately 29,400, or 5%, since September 30, 2009. This improvement can be attributed to our

targeting of this market through the use of "aspirational gills" and promotional credits. Data and internet services also includes

revenue fiom data transmission services to other carriers and higli-volume commercial customers with dedicated high-capacity

Internet and ethernet circuits. Nonswitched access revenue for our Frontier legacy operations increased $3.6 million to $73.5
million and $9.1 million to $219.3 million, in the three and nine months ended September 30, 2010, respectively, as compared

with the comparable periods of 2009, primarily due to groivth in the number of those circuits.

On iblarch 16, 2010, the FCC released, as required under the 2009 American Recovery and Reinvestnient Act (ARRA), its

National Broadband Plan. The National Broadband Plan proposes a series of actions that could result in additional regulatory

requirements for broadbmid services as well as a series of other regulatory refouns. The FCC has initiated some of the

proceedings proposed in the National Broadband Plan on a broad number of topics, including reform of the Universal Service

Fund (USF) and the potential shift of future Universal Service funding to support broadband deployment. The FCC is

expected to initiate more proceedings on reform of the USF and the intercarrier compensation regime in the fourth quarter of
2010 and/or in 2011, the outcome of which may significantly change Federal Universal Service funding and disbursement

mechanisms and interstate, intrastate and local intercarrier compensation. The outcome and timing of these proceedings are

unknoivn and, accordingly, we are unable to predict the impact of future changes on our results of operations.

Siiiicbed Access riiid Srrbsid)

Sivitched access and subsidy revenue for the three and nine months ended September 30, 2010 increased $70.8 million, or

78%, to $162.0 million and $62.4 niillion, or 23%, to $331.1 million, respectively, as compared with the three and nine

months ended September 30, 2009. For the three months ended September 30, 2010, switched access and subsidy revenue of
$162.0 million represented 12% of our total revenue. Switched access and subsidy revenue for both the three and nine

nionths ended September 30, 2010 increased $80.8 million as a result of the Acquired Business.

Switched access and subsidy revenue for our Frontier legacy operations decreased $10.0 million, or 11%, and $18.4 million,

or 7%, respectively, as compared with the tliree and nine months ended September 30, 2009. Switched access revenue for our

Frontier legacy operations for the third quarter of 2010 of $50.7 niillion decreased $9.5 million, or 16%, as colnpared with the

third quarter of 2009. Switched access revenue for our Frontier legacy operations for the nine months of 2010 of $166.0
million decreased $19.9 million, or 11%, as colllpared with the same period of 2009. These decreases were primarily due to

the impact of a decline in mimites of use related to access line losses and the displacement of minutes of use by ivireless,

email and other conmnmications services. Sivitched access and subsidy revenue includes subsidy payments ive receive from

federal and state agencies, including surcharges billed to customers which are remitted to the FCC. Subsidy revenue for our

Frontier legacy operations, inchiding surcharges billed to customers of $10.1 million, for the third quarter of 2010 of $30.6
million decreased $0.5 million, or 2%, as compared with the same period of 2009, primarily due to decreased support for local

sivitching and the Federal High Cost Fund. Subsidy revenue for our Frontier legacy operations, including surcharges billed to

customers of $31.9 million, for the nine months ended September 30, 2010 of $84.3 million increased $1.5 million, or 2%, as

compared with the nine months ended September 30, 2009, primarily due to higher receipts under the end user mid long

distmice USF program related to an increase in the contribution factor in 2010.

Federal, state subsidy and surcharges (ivhich are billed to customers and remitted to the FCC) were $42.7 million, $10.3
million and $26.9 million, respectively, for the three months ended September 30, 2010. The federal and state subsidy

revenue for tire three months ended September 30, 2010 represents 4% of our consolidated revenues.

Federal subsidies are driven by many factors, including the National Average Cost per Local Loop (NACPL). Ivlany factors

may lead to further increases in the NACPL, thereby resulting in decreases in our federal subsidy revenue in the future. The

FCC and state regulatory agencies are currently considering a number of proposals for changing the manner in which

eligibility for subsidies is determined as welt as the amounts of such subsidies. In addition, some of the reform proposals

direct additional support for broadband deployment which could create an oppotxunity for additional federal subsidy support.

Certain states also have their own open proceedings to address reform to intrastate access charges and other intercarrier

compensation. In addition, we have been approached by, and/or are involved in formal state proceedings ivith, various carriers

seeking reductions in intrastate access rates in certain states. IYe cannot predict when or how these matters will be decided or

the effect on our subsidy or sivitched access revenues. Hoivever, future reductions in our subsidy or sivitched access revenues
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and S I0.3 million to $278.3 million, for tl_e three and nine months ended September 30, 2010, respectively, as compared with the
same periods of 2009. As of September 30, 2010, the number of the Company's HSI subscribers for our Frontier legacy
operations increased by approximately 29,400, or 5%, since September 30, 2009. This improvement can be ath'ibuted to our
targeting of this market through the use of"aspirational gifts" and promotional credits. Data and intemet services also includes
revenue fi'om data transmission services to other carriers and high-volume commercial customers with dedicated high-capacit3,
lntemet and ethemet circuits. Nonswitched access revenue for our Frontier legacy operations increased $3.6 million to $73.5
million and $9.1 million to $219.3 million, in the three and nine months ended September 30, 2010, respectively, as compared

with the comparable periods of 2009, primarily due to growth in tim manber of those circuits.

On March 16, 2010, the FCC released, as required nnder the 2009 American Recovery and Reinvestment Act (ARRA), its
National Broadband Plan. The National Broadband Plan proposes a series of actions that could result in additional regulatory
reqnirements for broadband services as well as a series of other regulatory reforms. The FCC has initiated stone of the
proceedings proposed in the National Broadband Plan on a broad number of topics, including reform of the Universal Service
Fund (USF) and the potential shift of fnture Universal Service funding to support broadband deployment. The FCC is
expected to initiate more proceedings on reform of the USF and the interearrier compensation regime in the fourth quarter of

2010 and/or in 2011, the ontcome of which may significantly change Federal Universal Service ftmding and disbursement
mechanisms and interstate, intrastate and local intercarrier compensation. The outcome and timing of these proceedings are

unknown and, accordingly, we are unable to predict the impact of futnre changes on our results of operations.

Su,itched Access and Snbsidy
Switched access and subsidy revenue for the three and nine inonths ended September 30, 2010 increased $70.8 million, or
78%, to $162.0 million and $62.4 million, or 23%, to $331.1 million, respectively, as compared with the three and nine

inonths ended September 30, 2009. For the three months ended September 30, 2010, switched access and subsidy revenue of
$162.0 millim_ represented 12% of our total revenue. Switched access and subsidy revenue for both the three and nine
nmnths ended September 30, 2010 increased $80.8 million as a result of the Acquired Business.

Switched access and subsidy revenue for our Frontier legacy operations decreased $10.0 million, or 11%, and $18.4 miIlion,
or 7%, respectively, as compared with the three and nine months ended September 30, 2009. Switched access revenue for our
Frontier legacy operations for the third quarter of 2010 of $50.7 inillion decreased $9.5 million, or 16%, as cmnpared with the
third quarter of 2009. Switched access revenue for our Frontier legacy operations for the nine months of 2010 of $166.0
million decreased $19.9 million, or 11%, as compared with the same period of 2009. These decreases were primarily dne to

the impact of a decline in minutes of use related to access line losses and the displacement of minutes of use by wireless,
email and other conmnmications services. Switched access and snbsidy revemle includes subsidy payments we receive from
federal and state agencies, inclndiog surcharges billed to customers which are remitted to the FCC. Subsidy revenue for our
Frontier legacy operations, including surcharges billed to customers of $10.1 millima, for the third quarter of 2010 of $30.6
million decreased $0.5 million, or 2%, as compared with the same period of 2009, primarily due to decreased support for local
switching and the Federal High Cost Fund. Subsidy revenue for our Frontier legacy operations, including surcharges billed to
custonmrs of $31.9 million, for the nine months ended September 30, 2010 of $84.3 million increased $1.5 naillion, or 2%, as

cmnpared with the nine months ended September 30, 2009, primarily due to higher receipts under the end user and long
distance USF program related to an increase in the contribution factor in 2010.

Federal, state subsidy and surcharges (which are billed to cnstomers and remitted to the FCC) were $42.7 million, $10.3
million and $26.9 million, respectively, for the three nmnths ended September 30, 2010. The federal and state subsidy

revenue for the three months ended September 30, 20 I0 represents 4% of our consolidated revenues.

Federal subsidies are driven by many factors, including the National Average Cost per Local Loop (NACPL). Many factors

may lead to further increases in the NACPL, thereby resulting in decreases in our federal subsidy revenue in the future. The
FCC and state regulatory agencies are currently considering a number of proposals for changing the manner in which
eligibility for subsidies is determined as well as the amounts of snch subsidies. In addition, some of the reform proposals
direct additional support for broadband deployment which could create an opportunity for additional federal subsidy support.

Certain states also have their own open proceedings to address reform to intrastate access charges and other intercarrier

cmnpensation. In addition, we have been approached by, aud/or are involved in fonnal state proceedings with, various carriers
seeking rednctions fit intrastate access rates in certain states. We cannot predict when or how these matters will be decided or
the effect on our subsidy or switched access revenues. However, future reductions in our subsidy or switched access revenues
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tvill directly affect our profitability and cash flows as those regulatory revenues do not have an equal level of associated

variable expenses.

Di rec(ory Sem iced

Directory services revenue for the tluee and nine months ended September 30, 2010 increased $0.9 million, or 3%, to $27.3
million, and decreased $3.1 million, or 6%, to $76.3 million, respectively, as compared with the three and nine months ended

September 30, 2009. Directoiy services revenue for both the three and nine months ended September 30, 2010 increased $4.6
million as a result of the Acquired Business. Directory services revenue for our Frontier legacy operations decreased $3.7
million, or 14%, alltl $9.7 million, or 12%, respectively, as compared with the three and nine months ended September 30, 2009,
primarily due to a decline in yeflow pages advertising.

O(lrer

Other revenue for the three and nine months ended September 30, 2010 increased $53.0 million, or 438%, to $67.6 million, and

$57.6 million, or 112%, to $109.0 million, respectively, as compared with the three and nine months ended September 30, 2009.
Other revenue increases svere attributable to both the Acquired Business and Frontier Legacy. Other revenue for both the three

and nine months ended September 30, 2010 increased $47.2 million as a result of the Acquired Business. Other revenue for our

Frontier legacy operations increased $7.8 million, or 62%, as compared with the three months ended September 30, 2009,
primarily due to reduced DISH video credits, loiver bad debt expenses that are charged against revenue and increased equipment

sales. Other revenue for our Frontier legacy operations increased $10.4 miflion, or 20%, as compared with the nine months ended

Septeniber 30, 2009, primarily due to reduced DISII video credits and lower bad debt expenses, partially offset by decreases in

"bill and collect" fee revenue.

OPERATING EXPENSES

iNET'iYORK ACCESS FXPENSFS

(5 Iri rticiisaii (1 7

For the three months ended Se lember 30, 2010 Fortbethree
As Acquired monttis ended 5 Increase % Increase

Netnork access 5 134,132 5 83,211 5 50,921 5 54,549 5 (3,628) (7)%

For the nme months ended Se teinber 30, 2010 For the nine

As Acqnired niontbs ended 5 Increase % Iiicrease

Netirork access 5 240,814 5 83,21 1 5 157,603 5 174,436 5 (16,833) (10)%

Nettvork access expenses for the three and nine months ended September 30, 2010 increased $79.6 million, or 146%, to

$134.1 million, and $66.4 million, or 38%, to $240.8 million, as compared tvith the three and nine nionths ended September

30, 2009. Nettvork access expenses for both the three and nine months ended September 30, 2010 increased $83.2 million as

a result of the Acquired Business. Network access expenses for our Frontier legacy operations decreased $3.6 million, or 7%,
to $30.9 million, and $16.8 million, or 10%, to $137.6 million, respectively, as compared with the three and nine months

ended September 30, 2009, primarily due to lower oaspirational gift" and long distance carriage costs in 2010. In the first

nine months of 2009, we expensed $10.0 million for the cost of new personal computers provided to customers in connection

tvith our "Rolling Tlumder" promotion which resulted in additional DISH video and HSI subscribers. As ive continue to offer

"aspirational gifls" as part of our promotions, increase our sales of data products such as HSI and increase the penetration of
our unlimited long distance calling plans, our network access expenses may increase in the future,
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will directly affect our profitability and cash flows as those regulatory revenues do not have an equal level of associated

variable expenses.

DirectoJ 3, Services

Director), services reveuue for the tln'ee and nine months ended September 30, 2010 increased $0.9 million, or 3%, to $27.3

million, and decreased $5A million, or 6%, to $76.3 million, respectively, as compared with the three and nine months ended

September 30, 2009. Directory services revenue for both the three and nine months ended September 30, 2010 increased $4.6

million as a result of the Acquired Business. Directory services revenue for our Frontier legacy operations decreased $3.7

million, or I4%, and $9.7 million, or 12%, respectiveIy, as compared with the three and nine months ended September 30, 2009,

primarily due to a decline in yellow pages advertising.

Other

Other reveBue for the three and nine months ended September 30, 2010 increased $55.0 million, or 438%, to $67.6 million, and

$57.6 rail[ion, or I I2%, to $109.0 million, respectively, as compared with the three and nine months ended September 30, 2009.

Other revemle increases were attributabIe to both the Acquired Business and Frontier Legacy. Other revenue for both the three

and nine months ended September 30, 2010 increased $47.2 million as a I_sult of the Acquired Business. Other revenue for our

Frontier legacy operations increased $7.8 million, or 62%, as compared with the three months ended September 30, 2009,

primarily due to reduced DISH video credits, lower bad debt expenses that are charged against revenue and increased equipment

sales. Other revenue for our Frontier legacy operations increased S 10.4 million, or 20%, as compared with the nine months ended

September 30, 2009, primarily due to reduced DISH video credits and lower bad debt expenses, partially offset by decreases in

"bill and collecf' fee revenue.

(S m thousam_) As

_a_ted

Net_rk access $ 134,132

OPERATING EXPENSES

NETWORK ACCESS EXPENSES

For the three months ended September 30, 2010 For the three

Acquired months ended S Increase % Increase

Business Frontier Le_ac}' September 30, 2009 (Decrease_ . (Decrease)

S 83,211 $ 50,921 S 54,549 S (3,628) (7)%

_e[work access

For the nine months ended September 30, 2010 For the nine

As Acquired nlonths ended S Increase % Increase

Reported Business Frontier Le_jacy September 30,2009 _ ._Decrease)

$ 240,814 S 83,211 S 157,603 S 174,436 S (16,833) (10)%

Network access expenses for the three and nine months ended September 30, 2010 increased $79.6 million, or 146%, to

$134.1 million, and $66.4 million, or 38%, to $240.8 million, as compared with the three and nine months ended September

30, 2009. Network access expenses for botb the three and nine months ended September 30, 2010 increased $83.2 million as

a result of the Acquired Busiuess. Network access expenses for our Frontier legacy operations decreased $3.6 million, or 7%,

to $50.9 million, and $16.8 million, or 10%, to $I57.6 million, respectively, as compared with the three and nine nmntbs

ended September 30, 2009, primarily due to lower "aspirational giff' and long distance carriage costs in 2010. In the first

nine months of 2009, we expensed $10.0 million for the cost of uew personal computers provided to customers in connection

with our "Roiling Thunder" promotion which resulted in additional DISH video and HSI subscribers. As we continue to offer

"aspirational gifts" as part of our promotions, increase our sales of data prodacts sach as HSI and increase the penetration of

our unlimited long distance calling plans, our network access expenses may increase in the fnture.
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OTRER OPERATING EXPENSES

(5 rlt rlt ! Intr( )
For the ttuec moaths end 6 Se tember 30, 2010

As Acquired

~R«artsd

Fortltathr e
months endrd 5 Inc ease % Illcreasc

~Decrease

IVag» and bcnclit e pensee

Ail ottterop ratings, pe ses

5 289,257 5 186,052 5 103,205 5 103,397 5 (192) (0)%
327, 107 244 873 82,234

5 616,364 5 430,925 5 185,439 5 192,948 5 (7,509) (4)%

As

~R«oned
Acquimd

For ttte trine ntottths ended Se tmnber 30, 2010 For the nine

motttbs ended 5 Increase "Ittcr ase

'iVage and benchtespenses

All ottter opcrattag e 'pensee

186,052 5

244, 873
5 489,390 5

509,648
5 999,038 5 430,925 5

303,338
264,775
568,113 5

306,052 5 (2,7 14) (1)%

"' Jrrclndes 5/6. 3 arlllian ofcommon ca&7&oraie casis allacaied ia ilre Acquired Business.

)gage aad Beuefri eipeases
'tVage and benefit expenses for the three and nine months ended September 30, 2010 increased $185.9 million, or 180%, to

$289.3 million, and $183.3 million, or 60%, to $489.4 million, respectively, as compared to the three and nine montlm ended

September 30, 2009. IVage and benefit expenses for both the three and nine months ended September 30, 2010 increased $186.1
million as a result of the Acquired Business. Wage and benefit expenses for our Frontier legacy operations decreased $0.2

million, to $103.2 million, and $2,7 million, or 1%, to $303.3 million, respectively, as compared ivith the tluee mid nine months

ended September 30, 2009, primarily due to lower compensation costs due to headcount reductions, pattially offset by higher

benefit costs.

Pension costs are included in our ivage and benefit expenses. The decline in the value of our pension plan assets during 2008

resulted in an increase in our pension expense in 2009 mid 2010. Pension costs for the three months ended September 30, 2010

and 2009 were approxiniately $12.3 million and $8.4 million, respectively. Pension costs include pension expense of $143
million and $10.0 million, less amounts capitalized into the cost of capital expenditures of $2.0 million mid $1.6 million for the

tliree months ended September 30, 2010 and 2009, respectively.

Pension costs for the nine months ended September 30, 2010 and 2009 ivere approximately $27.0 million and $24, 8 million,

respectively. Pension costs include pension expense of $32.4 million and $30.3 million, less amounts capitalized into the cost of
capital expenditures of $5.4 million mid $5.5 million for the nine months ended September 30, 2010 and 2009, respectively.

In connection ivith the completion of the lvlerger on July I, 2010, certain employees )vere transferred from various Verizon

pension plans into 12 pension plans that were then merged ivith the Frontier Communications Pension Plan (the Plan) effective

August 31, 2010. Assets of $453.2 million, representing approximately 80% of the total amount expected to be received, were

transferred into the Plmi during the third quatqer of2010, ivith the remainder to be transferred by the end of the first half of2011.

The Company's pension plan assets have increased from $608.6 million at December 31, 2009 to $1,088.7 niillion at

September 30, 2010, an increase of $480.1 million, or 79%. This increase is a result of asset transfers from the Verizon

pension plan trusts of $453.2 million, less ongoing benefit payments of $50.7 million, partially offset by $66.9 million of
positive investment returns and cash contributions of $10.7 million during the first nine months of 2010.

Based on current assumptions and plan asset vahies, ive estimate that our 2010 pension and other postretirement benefit

expenses (which )vere $48.6 million in 2009) )vill be approximately $65.0 million to $75.0 million for Frontier, including the

plan expenses of the Acquired Business for the second half of 2010. 'IVe expect that ive )vill make a $2A million cash

contribution to our pension plan in the fourth quarter of 2010,
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OTHER OPERATING EXPENSES

For tbo three

(S m Ihom_mL_) As Acquired months ended S Increase

Reposed Business Frontier kesac )' Septenlber 30, 2009

Wageandbenefitexpenses S 289,257 S 186,052 S 103,205 S 103,397 S (192)

AII other operating expenses 327,107 244,873 * 82,234 89,551

S 616,364 -S 430,925 S 185,439 S 192,948 S (7,509)
I

For the three months ended September 30, 2010

For tile nine months ended September 30, 2010 For the nine

As Acquired nlontbs ended S Increase

Reposed Business Frontier Le_ac}' September 30, 2009

Wage mid benel]t expenses S 489,390 S 186,052 S 303,338 S 306,052 S (2,714)

An otber operating expenses 509,648 244,873__.* 264,775 279,854 ( 15,07_

S 999,038 S 430,925 S 568,113 S 585,906

%IEicrease

(0)%
(8)%
(4)%

% Increase

__Oecrease)

(0%
(5)%
(3)%

* hwludes S16.3 million of common co;porate costs allocated to the Acquired Business.

Wage and benefit e.wenses
Wage aud benefit expenses for the three and nine umnths ended September 30, 2010 increased $185.9 million, or 180%, to
$289.3 million, and $183.3 million, or 60%, to $489.4 million, respectively, as compared to the three and nine months ended

September 30, 2009. Wage and benefit expenses for both tfie three and nine months ended September 30, 2010 increased $186.i
million as a result of the Acquired Business. Wage and benefit expenses for our Frontier legacy operations decreased $0.2
million, to $103.2 million, and $2.7 million, or 1%, to $303.3 million, respectively, as compared with the fllree aud nine months
ended September 30, 2009, primarily due to lower compensation costs due to headcount reductions, partially offset by higher
benefit costs.

Pension costs are included in our wage and benefit expenses. The decline in the value of our pension plan assets daring 2008
resulted in an increase in our pension expense in 2009 and 2010. Pension costs for the three n2onths ended September 30, 2010

and 2009 were approximately $12.3 million and $8.4 miIIion, respectively. Pension costs include pension expense of $14.3
million and $10.0 million, less amounts capitalized into the cost of capital expenditures of $2.0 million and $1.6 million for the

three months ended September 30, 2010 and 2009, respectively.

Pension costs fro" the nine monfils ended September 30, 2010 aud 2009 were approximately $27.0 nfilliou and $24.8 million,

respectively. Peusion costs include pension expense of $32.4 million aud $30.3 million, less an2eunts capitalized into the cost of
capital expenditures ef$5A million and $5.5 million for the niae months euded September 30, 2010 and 2009, respectively.

In connection with the completion of the Merger on July 1, 2010, certain employees were transferred from varioas Verizon

pension plans into 12 pension plans that were then merged with the Frontier Comlnunications Pension Plan (the Plan) effective
August 31, 2010. Assets of $453.2 million, representing approximately 80% &the total aumunt expected to be received, were
transferred into the Plan during the third quarter of 2010, with the remainder to be transferred by the end of the first half of2011.

The Company's pension plau assets have increased from $608.6 million at December 31, 2009 to $1,088.7 million at
September 30, 2010, an increase of $480.1 nfillion, or 79%. This increase is a resalI of asset transfers from the Verizen
pension plan trusts of $453.2 milfion, less ongoing benefit payments of $50.7 million, partiaIly offset by $66.9 million of
positive iuvestment returns and cash contributions of $10.7 million during the first nine months of2010.

Based on current assumptions and plan asset values, we estimate flint our 2010 pension and other postretirement benefit
expenses (which were $48.6 million in 2009) will be approximately $65.0 million to $75.0 million for Frm2fier, inchtding the
plan expenses of the Acquired Business for the second half of 2010. We expect that we will make a $2.4 million cash
contribution to our pension plan in the fourth quarter of 2010.
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zltt other operating erpeirses
All otlier operating expenses for the three and nine months ended September 30, 2010 increased $237.6 million, or 265%, to

$327.1 mifiion, and $229.8 million, or 82%, to $509.6 Inillion, respectively, as compared with the three and nine months ended

September 30, 2009. All other operating expenses for both the three and nine months ended September 30, 2010 increased

$244.9 million as a result of the Acquired Business. All other operating expenses for our Frontier legacy operations decreased

$7.3 million, or 8%, to $82.2 million, mtd $15.1 million, or 5%, to $264.8 million, respectively, as compared tvith the three and

nine months ended September 30, 2009, primarily due to $16,3 million in corporate costs allocated to the Acquired Business,

paitially offset by higher USF surcharges, higher electricity and fuel costs, and higher travel costs incurred in connection tvith the

Acquired Business.

DEPRECIATIOR Awn A3IORTITATIOR EXPEiRSE

For the three months ended Se tember 30, 2010 For Ihe three

t I ill itltta st 1ttls) As Acqnimd months ended 5 increase
(Decrease)

% Increase

~Decrease

Depreciation expense

Amortization expense
5 211,148 5

128,746
127,067 5
114,693

5 339,894 5 241,760 5

84,081 5 89,070 5 (4,989) (6)%
14,053 14,053 0%
98, 134 5

Forthe nine months ended Se tember 30, 2010 Porthc nine

As Acquired months ended 5 Ittcrease % Increase

Depreciation expettse
Amontzation exp nsc

5 384,066 5
156,851

127,067 5
114,693

5 540,917 5 241,760 5

256,999
42, 158

299,157

273,388 5 (16,3119) (6)%

n.

eRepi cscots amortization expense i elated to ttte customer base acrtiiired iit the Diatisactton.

Depreciation and amortization expense for the three and nine months ended September 30, 2010 increased $236.8 million, or

230%, to $339.9 million, and $167 4 million, or 45%, to $540.9 million, respectively, as compared to the three and nine

months mtded September 30, 2009. Depreciation and amortization expense for both the three and nine months ended Septentber

30, 2010 increased $241.8 million as a result of the Acquired Business.

Depreciation and amortization expense for our Frontier legacy operations decreased $5.0 million, or 5%, to $98.1 million, and

$74.3 million, or 20%, to $299.2 million, respectively, as contpared tvith the three and nine months ended September 30, 2009,

primarily due to reduced amortization expense, as discussed below, and a declining net asset base, partially offset by changes

in the remaining useful lives of certain assets. We annually commission an independent study to update the estimated

remaining useful lives of our plant assets. We revised our useful lives for Frontier legacy plant assets based on the study

effective October 1, 2009. Our "composite depreciation rate" for Frontier legacy plant assets decreased from 5.6% to 5.2% as

a result of the study. )Vetvill adopt netv lives for certain plant assets as of October I, 2010. In addition, tve commissioned an

independent study to determine the estimated remaining usefid lives for the Acquired Business. These new lives tvere

adopted effective July 1, 2010.

)Ve anticipate depreciation expense of approximately $590.0 million to $600.0 million and amortization expense of
approximately $290.0 million to $300.0 million for 2010 for Frontier, including depreciation and amortization expense of the

Acquired Business for the second half of 2010. Amortization expense for both the three and nine months ended September

30, 2010 included $114.7 million for intangible assets (primarily customer base) that tvere acquired in the Transaction based

on a preliminarily estimated fair value of $2.6 billion and a preliminarily estimated useful life of nine years for the residential

customer list and 12 years for the business customer list, amortized on an accelerated method. Amortization expense for the

three and nine months ended September 30, 2009 is comprised of $0 million and $57.9 million, respectively, for amortization

associated tvith certain Frontier legacy properties, tvhich tvere fully amortized in June 2009, and $14.1 million and $42.2
million, respectively, for intangible assets (customer base and trade name) that tvere acquired in the acquisitions of
Conunomvealth Telephone Enterprises, inca Global Valley iNettvorks, inc. and GVN Services.
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Jill other operating expenses

All other operating expenses for the three and nine months ended September 30, 2010 increased $237.6 million, or 265%, to

$327.1 inillion, and $229.8 million, or 82%, to $509.6 million, respectively, as compared with the three and nine months ended

September 30, 2009. All other operating expenses for both tile three and nine months ended September 30, 2010 increased

$244.9 million as a resuIt of the Acquired Business. All other operating expenses for out" Frontier legacy operations decreased

$7.3 million, or 8%, to $82.2 million, and $15.1 million, or 5%, to $264.8 million, respectively, as compared with the three and

nine months ended September 30, 2009, primarily due to $i6.3 million in corporate costs allocated to the Acquired Business,

patn'ially offset by higher USF surcharges, higher electricity and fuel costs, and higher travel costs incurred in connection with file

Acquired Business.

DEPRECIATION AND AMORTIZATION EXPENSE

(S in thot_andv) As
Reported

For the threemonthsended September 30, 2010 For the three
Acquired months ended $ Increase % Increase

Business Frontier Lel_acy September 30, 2009 (Decrease)

Depreciation expense $ 211,148 S 127,067 $ 89,081 S 89,070 $ (4,989) (6)%
Amortization expense I28,746 114,693 * 14,053 14,053 2 0%

$ 339,894 $ 241,760 $ 98,134 $ I03,123 $(4,989)__ (5)%

For thenine months ended September 30, 20I 0 For the nine

As Acquired months ended $ Increase % Increase

..___._oorted Business Frontier L%ae_, September 30, 2009 __£Decrease) (Decrease)

Depreciation expense $ 384,066 S 127,067 $ 256,999 $ 273,388 $ (16,389) (6)%
Amor6zation expense 156,851 114,693 * 42,158 100,111 (57,953) (58)%

S540,917 S 241,760 S 299,157 $ 393,499 S (74,342.). (20)%

*Represents amorlization expense related to the customer base acqtdred in the Transaction.

Depreciation and amortization expense for the three and nine months ended September 30, 2010 increased $236.8 million, or

230%, to $339.9 million, and $167.4 million, or 45%, to $540.9 million, respectively, as compared to the three and nine

nmnths ended September 30, 2009. Depreciation and amortization expense for both the three and nine months ended September

30, 2010 increased $241.8 million as a result of the Acquired Bnsiness.

Depreciation and amortization expense for our Frontier legacy operations decreased $5.0 million, or 5%, to $98.1 million, and

$74.3 milIion, or 20%, to $299.2 milliou, respectively, as compared with the three and nine months ended September 30, 2009,

primarily due to reduced amortization expense, as discussed below, and a declining net asset base, partially offset by changes

in the remaiuing useful lives of certain assets. We annually connnission an independent study to update the estimated

remaiuing useful lives of our plant assets. We revised our usefnl lives for Frontier legacy plant assets based on the stndy

effective October 1, 2009. Our "composite depreciation rate" for Frontier legacy plant assets decreased from 5.6% to 5.2% as

aresult ofthestudy. We will adopt new lives forcertainplantassetsasofOctober 1,2010. In addition, we commissioned an

independent study to determine tlre estimated remaining usefid lives for the Acquired Business. These new lives were

adopted effective July 1, 2010.

We anticipate depreciation expense of approximately $590.0 million to $600.0 million and amortization expense of

approximately $290.0 million to $300.0 million for 2010 for Frontier, including depreciation and amortization expense of the

Acquired Business for the second half of 2010. Anmrtization expense for both the three and nine months ended September

30, 20 I0 included $114.7 million for intangible assets (primarily customer base) that were acquired in the Transaction based

on a preliminarily estimated fair value of $2.6 billion and a prelindnarily estimated useful life of nine years for the resideutial

customer list and 12 years for the business customer list, amortized on an accelerated method. Anrortization expense for the

three and nine months ended September 30, 2009 is comprised of $0 million and $57.9 million, respectively, for amortization

associated with certain Frontier legacy properties, which were fully amortized in June 2009, and $14.1 million and $42.2

million, respectively, for intangible assets (customer base and trade name) that were acquired in the acqnisitions of

Commonwealth Telephone Enterprises, Inc., Global VaIley Networks, Inc. and GVN Services.
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At QUISITION AiND tih(TEGRATION COSTS

For the three months ended Se tember 30 2010 Forthethrec

As Acquired monttis ended 5 Increase % Iitcrease

Acquisition and

intesratioii costs 5 78,533 5 S 78,533 5 3,706 5 74,827 NM

Forthe nineFor the nine nionths ended Se tember 30, 2010
As Acquired ntonths ended 5 Increase

(Decrease)
% Incmase

~(Decrease

Acquisitiott arid

intesratton casts 5 125,867 5 5 125,867 5 14,457 5 111,410 NM

Acquisition and integration costs represent expenses incurred to close the Transaction (legal, financial advisory, accounting,

regulatory and other related costs) and integrate the netlvork and information technology platforms by closing (Phase I). The

Company currently expects to incur operating expenses, including deal costs, of approximately $135.0 million and capital

expenditures of approximately $95.0 million in 2010 related to these integration initiatives in Phase 1. The Company incurred

$125.9 million of acquisition and integration costs and $77.9 million in capital expenditures related to integration activities during

the first nine months of 2010. The Company continues to engage in activities to enable the Company to implement its ogo to

market" strategy in its nelv markets mid to complete the conversions of all the remaining systems into one platform (Phase 2).
The Company currently expects to incur operating expenses and capital expenditures of $10.0 million and $10.0 million,

respectively, in 2010 related to the conunencement of these Phase 2 initiatives,

IiNVESTIIIEiNT INCOME I OTHE(I iiNCOSIE, NET I IiNTEEEST EXPEiNSF I IiNCOhIE TAX EXFFiNSE

(5 iii rheiiiiiiiit. )
2010

For the ihree ntonths ended Se tember 30,
5 Iitcrease % Increase

Investment income

Otherinconie, net

interest expense
Iiicoiitc tux cxpctisc

5 397 5

5 2,207 5

5 166,607 5

5 40,358 5

655 5

5,200 5

96,578 5

29,021 5

(258)
(2,993)
70,029
11,337

(39)%
(58)%
73%
39%

2010

For the nine monttis ended Se tentber 30,
5 Increase % Increase

Investment income

Other income, net

Interest expense

Income tax expense

S 6,394 S 5,480 5 914 17%

S 13,497 5 13,240 5 257 2%

5 354,362 5 283,997 5 70,365 25%

5 88,752 5 65,328 5 23,424 36%

till'c'strlretrt ttrcolrre

Investment income for the tluee and nine months ended September 30, 2010 declined $0.3 million to $0.4 million mtd

improved $0.9 million to $6.4 niillion, respectively, as compared lvith the three and nine months ended September 30, 2009,

primarily due to a $2.9 million gain associated with cash received during the second quarter of 2010 on our previously

lvritten-off investment in Adelphia, partially offset by a decrease of $0.2 million and $1.9 million, respectively, in incotne

from short-term investments of cash and cash equivalents, as slightly higher cash balances lvere more than offset by lower

sllot t-tcrill lilvcstinc111 fates.

Other hnconre, shier

Other income, net for the three months ended September 30, 2010 declined $3.0 miHion to $2.2 million, as compared with the

three months ended September 30, 2009, primarily due to the $4. 1 million in gain on debt repurchases that was recognized in

2009, pmqially offset by an increase of $0.9 million in settlement of customer advances.
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ACQUISITION AND INTEGRATION COSTS

£Sinthou_zmds)
For the three months ended September 30, 2010 For the three

As Acquired months ended $ Increase % Increase

_...R21_o ned Business Frontler Le_gac), September 30, 2009 _

Acquisition and
integration costs S 78,533 S S 78,533 S 3,706 S 74,827 NM

For lhe nine months ended September 30, 2010 For the nine
As Acquired months ended S Increase % Increase

_aed Business Frontier Le_ac), September 30, 2009 (Decrease) - (Decrease__

Acquisition and

integration costs S 125,867 $ $ 125,867 S 14,457 S 111,410 NM

Acquisition and integration costs represent expenses incurred to close the Transaction (legal, financial advisory, accounting,

regulatol3, and other related costs) and integrate the network and informatiml technology platforms by closing (Phase 1). The

Company currently expects to incur operating expenses, including deal costs, of approximately $135.0 nlillion and capital

expenditures of approximately $95.0 million hi 2010 related to these integration initiatives in Phase 1. The Compaw incurred

$125.9 million of acquisifima and integration costs and $77.9 million in capital expenditures related to integration activities daring

the first nine months of 2010. The Company continues to engage in activities to enable the Company to implenlent its "go to

marker' strategy in its new markets and to conlplete the conversions of alI the remaining systems into one platform (Phase 2).

The Company currently expects to incur operating expenses and capital expenditures of $10.0 million and $10.0 million,

respectively, in 2010 related to the commencenlent of these Phase 2 initiatives.

INVESTMENT INCOME / OTHER INCOME, NET / INTEREST EXPENSE / INCOME TAX EXPENSE

For the three months ended September 30,
(_" #t Ihottsaltd,_) $ Increase % Increase

2010 2009 (Decrease) (Decrease)

Investment income S 307 S 655 $ (258) (39)%

Other income, net $ 2,207 $ 5,200 $ (2,993) (58)%
Interest expense S 166,607 $ 96,578 $ 70,029 73%
Income tax expense $ 40,358 S 29,021 S 11,337 39%

For tile nine months ended September 30,
$ Increase % Increase

2010 2009 (Decrease) (Decrease)

Investmentincome S 6,394 S 5,480 $ 914 17%
Other income, net S 13,497 S 13.240 $ 257 2%

Interest expense S 354,362 $ 283,997 S 70,365 25%
Income t_x expense S 88,752 S 65,328 S 23,424 36%

hlVCSglIICtll [lleome

hwestment income for the three and nble months ended September 30, 2010 declined $0.3 milfion to $0.4 million and

improved $0.9 milliml to $6.4 million, respectively, as compared with the three and nine months ended September 30, 2009,

primarily due to a $2.9 nlfllion gain associated with cash received during the second quarter of 2010 on our previously

written-off investment in Adelphia, partially offset by a decrease of $0.2 million and $1.9 million, respectively, in income

froln short-term investments of cash and cash equivalents, as slightly higher cash balances were more than offset by lower

short-ternl hlvestment rates.

Other hwome, Net

Other income, net for the three months ended September 30, 2010 declined $3.0 million to $2.2 million, as compared with the

three months ended September 30, 2009, primarily due to the $4.1 million in gain on debt repurchases tllat was recogaized in

2009, partially offset by an increase of $0.9 million in settlement &customer advances.
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Other income, net for the nine months ended September 30, 2010 improved $0.3 million to $13.5 million as compared with

tire nine months ended September 30, 2009, primarily due to $4.5 million in a split-dollar life insurance policy settlement and

an increase of $3.3 million in settlement of customer advmices, offset by a decrease of $7.8 million in gain on debt

repurchases.

interest expense
Interest expense for the three and nine months ended September 30, 2010 increased $70.0 million, or 73%, to $166.6 million and

$70A million, or 25%, to $354.4 million, as compared with the three and nine months ended September 30, 2009, primarily due

to liigher average debt levels in 2010. Interest expense for both the three and nine months ended September 30, 2010 included

$71A niigion associated ivith the assumed debt from the Transaction. Our average debt outstanding was $8,330.1 million and

$4,993.8 million for the three months ended September 30, 2010 and 2009, respectively. Our average debt outstanding was

$6,606.9 million and $4,862.9 million for the nine months ended September 30, 2010 and 2009, respectively. Our debt levels

have risen due to the $3,450.0 inigion of debt that was assumed by Frontier upon consununation of the Transaction. Our

composite average borrowing rate as of September 30, 2010 and 2009 ivas 8.04% and 7.86%, respectively.

hrcotne tm. espeiise

The effective tax rate for the first nine months of 2010 and 2009 was 44.9% and 35.6%, respectively. Income tax expense for the

three and nine months ended September 30, 2010 increased $11.3 million, or 39%, to $40A million, and $23.4 million, or 36%, to

$88.8 million, respectively, as compared ivith the tlnee and nine months ended September 30, 2009, primarily due to higher

taxable income as a result of the Acquired Business.

In the third quatxer of 2010, Frontier reduced certain deferred tax assets of approximately $12.0 million related to transaction

costs which ivere not tax deductible. Prior to the closing of the lvlerger, these costs were deemed to be tax deductible as the

Transaction had not yet been successfully completed. These costs were incurred to facilitate the lvlerger and as such must be

capitalized for tax purposes.

The tirst nine months of 2010 also includes the impact of $4.1 million resulting from health care reform legislation associated

ivith the passage of the Patient Protection and Affordable Care Act and of the Health Care and Education Reconciliation Act of
2010 (the Acts), partially offset by a release of $0.9 million in the reserve related to uncertain tax positions and the permanent

difference on a split-dollar life insurance policy settlement for $1.6 miHion. The health care reform legislation enacted in lvlarch

2010 under the Acts has eliniinated the tax deduction for the subsidy that the Company receives under lvledicare Part D for

prescription drug costs.

The amount of our uncertain tax positions expected to reverse during the next twelve months and ivhich svould affect our

effective tax rate is $14.5 million as of September 30, 2010.

We paid $4,0 million in cash taxes during the nine months ended September 30, 2010, a decrease of$56.0 million as compared to

$60.0 million in cash taxes paid for the first nine months of 2009. We expect that our cash taxes for the full year of 2010 will be

$40.0 million to $50.0 million, including the impact of bonus depreciation in accordance with the SmaH Business Jobs Act of

2010.

iYet income aaribatabie to cominon shareholders ofFrontier

Net income attributable to common shareholders of Frontier was $29.0 migion, or $0.03 per share, as coinpared to $52.2

million, or $0, 17 per share, in the third quarter of 2009 and $106.7 million, or $0.18 per share, as compared to $116.4 million,

or $0,37 per share, for the nine months ended September 30, 2009. The third quarter 2010 decrease is primarily the result of

increased interest expense and income tax expense, partially offset by incremental operating income from the Acquired

Business. The change in basic and diluted net income per share was primarily due to the loiver net income, as discussed

above, combined with the increase in iveighted average shares outstanding as a result of the issuance of 678.5 million shares

in connection with our acquisition of the Acquired Business.
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Other income, net for the nine months ended September 30, 2010 improved $0.3 ndllion to $13.5 million as compared with
tile nine montbs ended September 30, 2009, primarily due to $4.5 million in a split-dollar life insurance policy setfiement and
an increase of $3.3 million ill settlement of customer advances, offset by a decrease of $7.8 million in gain on debt

repurchases.

[nlereM expense
Interest expense for the three and nine momhs ended September 30, 2010 increased $70.0 million, or 73%, to $166.6 million and
$70.4 million, or 25%, to $354.4 million, as compared with tile three and nine months elided September 30, 2009, primarily due

to higher average debt levels in 2010. interest expense for both tile three and nine months ended September 30, 2010 included
$71.4 million associated with the assumed debt from tile Transaction. Our average debt outstanding was $8,330.1 ndlIion and
$4,993.8 million for the three months ended September 30, 2010 and 2009, respectively. Our average debt outstanding was

$6,606.9 million and $4,862.9 million for the nine months ended September 30, 2010 and 2009, respectiveIy. Our debt levels
have risen due to the $3,450.0 million of debt that was assumed by Frontier upon consunnnation of tile Transaction. Our

composite average borrowing rate as of September 30, 2010 and 2009 was 8.04% and 7.86%, respectively.

&come tax-expense
The effective tax rate for the first nine months of 2010 and 2009 was 44.9% and 35.6%, respectively. Income tax expense for the

three and nine months elided September 30, 2010 increased $I 1.3 million, or 39%, to $40.4 million, and $23.4 million, or 36%, to
$88.8 million, respectively, as compared with tile three and nine months ended September 30, 2009, primarily due to higher
taxable income as a result of the Acquired Business.

In the third quarter of 2010, Frontier reduced certain deferred tax assets of approximately $12.0 million related to transaction
costs which were not tax deductible. Prior to tile closing of the Merger, these costs were deemed to be tax deductible as the
Transaction had not yet been saccessfolly completed. These costs were incurred to facilitate the Merger and as such must be

capitalized for tax purposes.

The first nine months of 2010 also includes the impact of $4A million resulting from health care reform legislation associated

with the passage of tile Patient Protection and AfibrdabIe Care Act and of the Health Care and Education Reconciliation Act of
2010 (the Acts), partially offset by a release of $0.9 million in tile reserve related to uncertain tax positions and tile pennauent
difference on a split-dollar life insurance policy settlement for $1.6 million. Tile health care reform legislation enacted in March
2010 under tile Acts has eliminated tile tax deduction for the subsidy that the Company receives under Medicare Part D for

prescription drug costs.

Tile amount of our uncertain tax positions expected to reverse during the next _,s'elve montbs and which would affect our
effective tax rate is $14.5 ndllion as of September 30, 2010.

We paid $4.0 million in cash taxes during the nine months ended September 30, 2010, a decrease of $56.0 million as compared to
$60.0 nfilIion iu cash taxes paid for the first nine months of 2009. We expect that our cash taxes for the fidl year of 2010 will be
$40.0 million to $50.0 million, including the impact of bonus depreciation in accordance with tile Small Business Jobs Act of
2010.

Net #wome attributable to common shareholders of Frontier
Net income attributable to common shareholders of Frontier was $29.0 million, or $0.03 per share, as compared to $52.2

million, or $0.17 per share, in tile third quarter of 2009 and $106.7 million, or $0.18 per share, as compared to $116.4 ndllion,
or $0.37 per share, for the nine months ended September 30, 2009. The third quarter 2010 decrease is primarily the result of
increased interest expense and income tax expense, partiaIIy offset by incremental operating income from tile Acquired
Business. The change in basic and diluted net incmne per share svas primarily due to tile lower net income, as discussed
above, combined with tile increase in weighted average shares outstanding as a result of the issuance of 678.5 million slmres

in connection with our acquisition of the Acquired Business.
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Item 3. uantitative aml ualitative Disclosures about Nlmket Risk

Disclosure ofprimrny market risl s and ltoir they are managed
We are exposed to market risk in the normal course of our business operations due to ongoing investing and fiuiding

activities, including those associated with our pension assets. Market risk refers to the potential change in fair vahie of a

financial instrument as a result of fluctuations in interest rates and equity prices. IVe do not hold or issue derivative

instruments, derivative commodity instruinents or other financial instruments for trading purposes. As a result, we do not

undertake any specific actions to cover our exposure to market risks, and we are not party to any market risk management

agreements. Our primary market risk exposures are interest rate risk and equity price risk as follows;

Interest Rate Exposure

Our exposure to market risk for changes in interest rates relates primarily to the interest-bearing portion of our investnient

portfolio, Our long-term debt as of September 30, 2010 was approximately 97% fixed rate debt with minimal exposure to

interest rate changes. IVe had no interest rate swap agreements related to our fixed rate debt in effect at September 30, 2010.

Our objectives in managing our interest rate risk are to limit the inspect of interest rate changes on earnings and cash floivs

and to loiver our overall borrowing costs. To achieve these objectives, all but $276.0 million of our outstanding borroivings

at September 30, 2010 have fixed interest rates. Our $750.0 million revolving credit facility has interest rates that float with

LIBOR, as detined. Consequently, ive have limited material future earnings or cash flow exposures from changes in interest

rates on our long-term debt. An adverse change in interest rates would increase the amount that we pay on our variable

obligations and could result in fluctuations in the fair value of our fixed rate obligations. Based upon our overall interest rate

exposure at September 30, 2010, a near-tenn change in interest rates would not materially affect our consolidated financial

position, results of operations or cash flows.

At September 30, 2010, the fair value of our long-term debt was estimated to be approximately $8.6 billion, based on our

overall sveighted average borroiving rate of 8.04% and our overall weighted average maturity of approximately 10 years. As

of September 30, 2010, the iveighted average maturity applicable to our obligations has been reduced from the iveighted

average maturity as of December 31, 2009 by approximately 2.0 years due to the $3,450.0 million of debt that was assumed

by Frontier upon consununation of the Transaction.

Equity Price Exl)osill'e

Our exposure to market risks for changes in security prices as of September 30, 2010 is limited to our pension assets, 1Ve

have no other security investments of any material amount.

During 2008 and 2009, the diminished availability of credit and liquidity in the United States and throughout the global

financial system lms resulted in substantial volatility in tinancial markets and the banking system. These and other economic

events have had an adverse impact on investment portfolios.

Tire decline in the vahie of our pension plan assets during 2008 resulted in an increase in our pension expense in 2009 and

2010. The Compmiy's pension plan assets have increased from $608.6 million at December 31, 2009 to $1,088.7 million at

September 30, 2010, an increase of $480. 1 million, or 79%. This increase is a result of asset transfers from the Verizon

pension plan trusts of $453.2 million, less ongoing benefit payments of $50.7 million, partially offset by $66.9 million of
positive investment returns and $10.7 million in cash contributions during the first nine months of 2010. We expect that we

will make a $2.4 million cash contribution to our pension plan in the fourth quarter of 2010.
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Item 3. Quantitative aud Qualitative Disclosures about Market Risk

Discloslo'e of primas T market risks and how they are managed
We are exposed to market risk in the normal course of our business operations due to ongoing investing and fimding
activities, including those associated with our pension assets. Market risk refers to the potential change in fair value of a
financial instrumeut as a result of fluctuatious in interest rates and equity prices. We do not hold or issue derivative
instruments, derivative commodity instruments or other financial iustruments for trading purposes. As a result, we do not
undertake any specific actions to cover our exposure to market risks, and we are not party to auy market risk management
agreements. Our primary market risk exposures are interest rate risk and equity price risk as follows:

Interest Rate Exposure

Our exposure to market risk for changes iu iaterest rates relates primarily to the interest-bearing portion of our investment
portfolio. Our Iong-term debt as of September 30, 2010 was approximately 97% fixed rate debt with minimal exposure to
interest rate changes. We had no interest rate swap agreements related to our fixed rate debt in effect at September 30, 2010.

Our objectives in managing out" interest rate risk are to limit the impact of interest rate changes on earnings and cash flows
and to lower our overall borrowing costs. To achieve these objectives, all but $276.0 million of our outstanding borrowings
at September 30, 2010 have fixed interest rates. Our $750.0 million revolving credit facility has interest rates that float with
LIBOR, as defiued. Consequently, we have limited material future earnings or cash flow exposures frmn changes in iuterest
rates ou our long-term debt. An adverse change in interest rates would increase the amount that we pay on our variable
obligatious and cmdd result in fluctuations in the fair value of our fixed rate obligations. Based upon our overall interest rate
exposure at September 30, 2010, a near-term change in interest rates would not materially affect our consolidated financial

position, results of operations or cash flows.

At September 30, 2010, the fair value of our loug-term debt was estimated to be approximately $8.6 billion, based on our
overall weighted average borrowing rate of 8.04% and our overall weighted average maturity of approximately 10 years. As

of September 30, 2010, the weighted average maturity applicable to our obligations has been reduced from the weigbted
average maturity as of December 3 I, 2009 by approximately 2.0 years due to the $3,450.0 million of debt that was assumed
by Frontier upon consummation of the Transaction.

Equity Price Exlmsure

Our exposure to market risks for changes in security prices as of September 30, 2010 is limited to our pension assets. We

have no other security investments of any material amount.

During 2008 and 2009, the diminished availability of credit and liquidity in the United States and throughout the global
financial system has restdted in substantial volatility in financial markets and the banking system. These and other economic

events have had an adverse impact on hwestmeut portfolios.

The decline in the value of our pension plau assets daring 2008 resulted in an increase in our pension expense in 2009 and

2010. The Company's pension plan assets have iucreased from $608.6 milliou at December 31, 2009 to $1,088.7 million at
September 30, 2010, an increase of $480.1 lnillion, or 79%. This increase is a result &asset transfers from the Verizon
pension plan trusts of $453.2 million, less ongoing benefit payments of $50.7 million, partially offset by $66.9 million of
positive investmeut returns and $10.7 million in cash contributions during the first nine months of 2010. We expect that we
will make a $2.4 million cash contribution to our pension plan in the fourth quarter of 2010.
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Item 4 Controls and Procedures

(a) Evahiation of disclosure controls and procedures

IVe carried out an evaluation, under the supervision and with the participation of our management, including our principal

executive officer and principal financial officer, regarding the effectiveness of our disclosure controls and procedures (as

defined in Rule 13a-15(e) under the Securities Exchange Act of 1934, as amended). Based upon this evaluation, our principal

executive officer and principal financial officer concluded, as of the end of the period covered by this report, September 30,
2010, that our disclosure controls and procedures were effective.

(b) Changes in internal control over financial reporting

IVe reviewed our internal control over financial reporting at September 30, 2010. As a result of the Trmisaction, we have begun

to integrate certain business processes and systems of the Acquired Business. Accordingly, certain changes have been made and

ivill continue to be made to our internal controls over financial reporting until such time as this integration is complete. In

reliance on the Staffs views, mmiagement has chosen to exchide disclosure of changes in internal control over financial

reporting related to the Acquired Business, and svill include its assessment of internal control over financial reporting for the

Acquired Business in our Annual Report on Form 10-K for our fiscal year ending December 31, 2011.

There have been no other changes in our internal control over financial reporting identified in an evaluation ihereof that

occurred during the third fiscal quarter of 2010 that materially affected, or is reasonably likely to materially affect, our

intenial control over financial reporting.

PART 1. FINANCIAL INFORMATION (Continued)
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Item 4. Controls and Procedm'es

(a) Evaluation of'disclosure controls and procedures
We carried out an evaluation, under the sapervision and with the participation of our management, including our principal
executive officer and principal finaucial officer, regarding the effectiveness of our disclosure controls and procedures (as
defined in Rule 13a-15(e) under the Securities Exchange Act of 1934, as amended). Based upon this evaluation, our principal

executive officer and principal financial officer concluded, as of tile end of the period covered by this report, September 30,
2010, that our disclosure controls and procedures were effective.

(b) Changes in internal control over financial reporting
We reviewed our internal control over finaacial reporting at September 30, 2010. As a result of the Transaction, we have begun

to integrate certain business processes and systems of the Acquired Business. Accordingly, certain changes have been made and
will continue to be made to our internal controls over financial reporting until such time as this integration is complete, lu
reliance on the Staff's views, management has chosen to exclude disclosure of changes in internal control over financial
reporting related to the Acquired Business, and will include its assessment of internal control over financial reporting for the
Acquired Business in our Annual Report on Form 10-K for our fiscal year ending December 31, 2011.

There have been no other changes in our internal control over financial reportiug identified in an evaluation thereof that
occurred during the third fsca[ quarter of 2010 that materially affected, or is reasonably likely to materially affect, our
internal control over financial reporting.
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1»1. L~l

See Note 16 of the Notes to Consolidated Financial Statements included in Part I, Item I of this report. There have been no

material changes to our legal proceedings from the information provided in Item 3. "Legal Proceedings" included in our Annual

Report on Form 10-K for the year ended December 31,2009.

We are party to various legal proceedings arising in the nornial course of our business covering a ivide range of matters or

types of claims including general contract, rights of access, tax, consumer protection, trademark and patent infringement,

employment, regulatory and toit. Litigation is subject to uncertainty and the outcome of individual matters is not predictable.

However, ive believe that the ultimate resolution of all such matters, after considering insurance coverage or other

indemnities to which Frontier is entitled, will not have a material adverse effect on our financial position, results of
operations, or our cash flows.

Item IA. Rial& Factors

There have been no material changes to our risk factors from the inforniation provided in Pait ii, Item IA. "Risk Factors"

included in our Quarterly Reports on Form 10-Q for the quarters ended March 31, 2010 and June 30, 2010, which updated the

information provided in Pait II, Item IA. "Risk Factors" included in our Annual Repoit on Foun 10-K for the year ended

December 31, 2009.

Iteni 2. Unre istcred Sales of E uit Securities and Use of Proceeds

There ivere no unregistered sales of equity securities during the quarter ended September 30, 2010.

PART II. OTHER INFORi_IATION

FRONTIER COMMUNICATIONS CORPORATION AND SUBSIDIARIES

Rem 1. Legal Proceedings

See Note I6 of the Notes to Consolidated Financial Statements included in Part I, Item 1 of this report. There have been no

material changes to our legal proceedings from the information provided in Item 3. "Legal Proceedings" included in our Annual

Report on Form 10-K for the year ended December 31,2009.

We are party to various legal proceedings arising in the normal course of our business covering a wide range of matters or

types of claims iucluding general contract, rights of access, tax, consumer protection, trademark and patent infringement,

employment, regulatory and toter. Litigation is subject to nncertaint3_ and the outcome of individual matters is not predictable.

However, we believe that the ultimate resolution of all such matters, after considering insurance coverage or other

indenmities to which Frontier is entitled, will not have a material adverse effect on our financial position, results of

operations, or our cash flows.

Item 1A. Risk Factors

There have been no material changes to our risk factors from the information provided in Part II, item IA. "Risk Factors"

included in our Quarterly Reports on Form 10-Q for the quarters ended March 31, 2010 and June 30, 2010, which updated the

information provided in Part li, Item 1A. "Risk Factors" inchlded in our Annual Repo(t on Form 10-K for the year ended

December 31, 2009.

Item 2. Unregistered Sales of EquiW Secnrities and Use of Proceeds

There were no unregistered sales of equity securities during the quarter ended September 30, 2010.
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ISSUER PURCHASES OF EQUITY SECURITIES

Period

Total
Nuntber of

Shares
Purchased

Average
Price Paid

er Share

July I, 2010 to July 31, 2010
Employee Transactions (I)

August I, 2010 to August 31, 2010
Employee Transactions (I) S 767

September I, 2010 to September 30, 2010
Employee Trmtsactions (I) 35,935 8 7.70

Totals July I, 2010 to September 30, 2010
Employee Transactions (I) 36,809 8 7.70

(I) Includes restricted shares tvithheld (under the terms of grants under employee stock compensation plans) to offset

minimunt tax withholding obligations that occur upon the vesting of restricted shares. The Company's stock

compensation plans provide that the value of shares withheld shall be the average of the high and low price of the

Company's conunon stock on the date the relevant transaction occurs.

PART 11. OTHERINFORMATION
FRONTIER COMMUNICATIONS CORPORATION AND SUBSIDIARIES

ISSUER PURCHASES OF EQUITY SECURITIES

Period

Total

Number of Average
Shares Price Paid

Purchased per Share

July 1, 2010 to July 31, 2010

Employee Transactions (1)

August 1, 2010 to August 31, 2010

Employee Transactions (I)

September 1, 2010 to September 30, 2010

Employee Transactions (1)

$

874 $

35,935 $

7.67

7.70

Totals July 1, 2010 to September 30, 2010

Employee Transactions (1) 36,809 $ 7.7O

(I) Includes restricted sbares withbeld (under the terms of grants under employee stock compensation plans) to offset

minimum tax withbolding obligations that occur upon the vesting of restricted shares. The Company's stock

compensation plans provide that the value of shares withheld shall be the average of the higb and low price of the

Company's cmnmon stock on the date the relevant transaction occurs.
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Item 6. Exhibits

(a) Exhibits,

3 1.1

31.2

32. 1

32.2

101.1NS

Credit Agreement, dated as of September 8, 2010, among the Company, the Lenders party

thereto, and Deutsche Bank AG, Neiv York Branch, as Administrative Agent and Issuing Bank

(filed as Exhibit 4.1 to the Company's Current Report on Forni 8-K filed on September 14,

2010),a

Certification of Principal Executive Officer pursuant to Rule 13a-14(a) under the Securities

Exchange Act of 1934.

Certification of Principal Financial Officer pursuant to Rule 13a-14(a) under the Securities

Exchange Act of 1934.

Certification of Chief Executive Officer pursuant to 18 U.S.C. Section 1350, as adopted

pursuant to Section 906 of the Sarbanes-Oxley Act of2002.

Certification of Chief Financial Officer pursuant to 18 U.S.C. Section 1350, as adopted

pursuant to Section 906 of the Sarbanes-Oxley Act of2002.

XBRL Instance Document.

101.SCH
101.PRE
101.CAL

XBRL Taxonomy Extension Schema Document.

XBRL Taxonomy Presentation Linkbase Document.

XBRL Taxonomy Calculation Linkbase Document.

101.LAB
101.DEF

XBRL Taxonomy Label Linkbase Document.

XBRL Taxonomy Extension Definition Linkbase Document.

* Incorporated herein by reference.
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FRONTIER COMMUNICATIONS CORPORATION AND SUBSIDIARIES

Item 6. Exhibits

(a) Exhibits:

4.1

31.1

31.2

37.1

32.2

101.INS

10I.SCH

101.PRE

101.CAL

101.LAB

10LDEF

Credit Agreement, dated as of September 8, 2010, among the Company, file Lenders party

thereto, and Deutsche Bank AG, New York Branch, as Administrative Agent and Issuing Bank

(filed as Exhibit 4.i to the Company's Current Report on Form 8-K filed on September 14,

2010).*

Certification of Principal Executive Officer pursuant to Rule 13a-i4(a) under tile Securities

Exchange Act of 1934.

Certification of Principal Financial Officer pursuant to Rule I3a-14(a) under tile Securities

Excbange Act of 1934.

Certification of Cbief Executive Officer pursuant to 18 U.S.C. Section 1350, as adopted

pursuant to Section 906 of the Sarbanes-Oxley Act of 2002.

Certification of Chief Financial Officer pursuant to 18 U.S.C. Section 1350, as adopted

pursuant to Section 906 &the Sarbanes-Oxley Act of 2002.

XBRL Instance Document.

XBRL Taxononly Extension Schema Document.

XBRL Taxonomy Presentation Linkbase Document.

XBRL Taxonomy Calculation Linkbase Document.

XBRL Taxonomy Label Linkbase Document.

XBRL Taxonomy Extension Definition Linkbase Document.

* Incorporated herein by reference.
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FROiNTIER CO1VIMUNICATIOrNS CORPORATION AND SUBSIDIARIES

SIGNATURE

Pursuant to tfie requirements of the Securities Exchange Act of 1934, the Registrant has duly caused this report to

be signed on its behalf by the undersigned, thereunto duly authorized.

FRONTIER COivlivlUNICATIONS CORPORATION
(Registrant)

Date: November 9, 2010

By, /s/Robert J. Larson

Robert J. Larson
Senior Vice President and

Chief Accounting Officer
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FRONTIER COMMUNICATIONS CORPORATION AND SUBSIDIARIES

SIGNATURE

Pursnant to the requirements of the Securities Exchange Act of 1934, the Registrant has duly caused this report to

be signed on its behalf by the undersigned, thereunto duly authorized.

FRONTIER COMMUNICATIONS CORPORATION

(Registrant)

Date: November 9, 2010

By: /s/Robert J. Larson
Robert J. Larson

Senior Vice President and

Chief Accounting Officer

45


